State and School Employees
Health Insurance Management Board

March 22, 2023

1. Minutes of the Standing Monthly Board Meeting, February 22, 2023 — Ms. Liz Welch, Chairman

2. Actuarial Report Calendar Year 2022 — Mr. Wm. Lynn Townsend, FSA, MAAA, Consulting
Actuary

Wellness Incentive Program — Ms. Cindy Bradshaw, State Insurance Administrator
Financial Statements — Mr. Chris Shaman, Deputy Director, Office of Insurance
General Schedule — Mr. Chris Shaman, Deputy Director, Office of Insurance

Old Business

N o o ko

New Business

Next Meeting: April 26, 2023



Agenda Item 1

Minutes of Standing Monthly Board Meeting, February 22, 2023
Ms. Liz Welch

Description

The minutes of the standing monthly Board meeting held on February 22, 2023

Action Requested

Approval of the minutes



State and School Employees Health Insurance Management Board

Standing Monthly Meeting
February 22, 2023

The standing monthly meeting of the State and School Employees Health Insurance
Management Board convened Wednesday, February 22, 2023, in Room 117, in the Woolfolk
Building located at 501 North West Street in Jackson, Mississippi, at 9:00 a.m. The presiding
officer was Ms. Liz Welch, Chairman of the Board. A quorum was present.

Voting Members Present Non-Voting Members Present

Ms. Liz Welch, Chairman

Mr. Mike Chaney

Mr. Mark Formby

Mr. Larry Fortenberry

Mr. Kelly Hardwick

Mr. Ray Higgins

Dr. Alfred Rankins

Mr. Kell Smith

Dr. Robert Taylor (represented by Sheila Buie)

Voting Members Absent Non-Voting Members Absent

Mr. Christopher Burkhalter, Vice Chairman The Honorable John Read — Chairman,
House Appropriations Committee
The Honorable Walter Michel — Chairman,
Senate Insurance Committee
The Honorable Briggs Hopson — Chairman,
Senate Appropriations Committee
The Honorable Henry Zuber— Chairman
House Insurance Committee

Department of Finance and Administration Staff Present:

Ms. Cindy Bradshaw

Mr. Chris Shaman

Ms. Karen McKlemurry

Ms. Carlotta Edwards (via Teams)
Ms. Alicia Coleman (Via Teams)
Ms. Christina Young (via Teams)
Ms. Stacie Sheriff (Via Teams)
Ms. Krista Robinson (via Teams)

Attorney General’s Office Staff Present:

Ms. Liz Bolin, Esquire



State and School Employees Health Insurance Management Board
Minutes — Standing Meeting of February 22, 2023
Page 2 of 3

Call to Order

The meeting was chaired and called to order by Ms. Liz Welch, Chairman of the Board.

Agenda Item 1: Minutes of the January 25, 2023 Standing Monthly Board Meeting

Chairman Welch announced that the minutes of the Board’s January 25, 2023 standing monthly
meeting had been provided to all Board members for their review in advance of today's meeting.
A motion was made by Mr. Formby for the Board to approve the minutes for January as
presented. Mr. Mike Chaney seconded the motion. The motion passed by an 7 — 0 vote, with
members Chaney, Formby, Fortenberry, Hardwick, Higgins, Rankins and Smith voting
affirmatively.

Agenda ltem 2:  Actuarial Services Contract

Chairman Welch recognized Ms. Cindy Bradshaw, State Insurance Administrator with the Office
of Insurance, who advised the Board that the Actuarial Services Contract with Mr. Wm. Lynn
Townsend, FSA, MAAA, which began October 1, 2018, will expire on September 30, 2023. We
have exercised the one-year extension. Ms. Bradshaw recommended that the Board enter into
negotiations with Mr. Townsend for a few more years. A motion was made by Mr. Fortenberry
to enter into negotiations. Mr. Higgins seconded the motion. The motion passed by an 7 — 0
vote, with members Chaney, Formby, Fortenberry, Hardwick, Higgins, Rankins and Smith voting
affirmatively.

Agenda ltem 3: Calendar Year 2022 Actuarial Report Preliminary Projections

Chairman Welch recognized Mr. Wm. Lynn Townsend, FSA, MAAA, consulting actuary for the
Board, who presented preliminary projections from his actuarial analysis of the State and School
Employees’ Life and Health Insurance Plan for calendar year (CY) 2022. A copy of the report
entitled “CY22 Actuarial Report Preliminary Projections” was provided to Board members for
their review prior to the meeting. Mr. Townsend discussed historical and projected trend rates,
and provided projected premium rate adjustment needs as indicated to meet the Plan’s stated
funding objective. A motion was made by Mr. Chaney to notified LBO that we anticipate a 5%
increase for CY2024 and a 5% increase for CY2025. Mr. Formby seconded the motion. The
motion passed by an 7 — 0 vote, with members Chaney, Formby, Fortenberry, Hardwick,
Higgins, Rankins and Smith voting affirmatively.



State and School Employees Health Insurance Management Board

Minutes — Standing Meeting of February 22, 2023

Page 3 of 3

Agenda Item 4: Financial Statements

Chairman Welch recognized Mr. Chris Shaman, Deputy Director, Office of Insurance, who
briefly reviewed the financial statements for the State and School Employees’ Life and Health
Insurance Plan for the month of January 2023. Copies of the financial statements were

provided to Board members for their review prior to the meeting. No action was required or
taken by the Board on this item.

Agenda Item 5: General Schedule

Chairman Welch recognized Mr. Shaman, who reviewed the schedule of major activities and
actions to be taken by the Board for the next several months.

Agenda Item 6: Old Business

There was no old business for the Board to consider.

Agenda ltem 7: New Business

There was no new business for the Board to consider.

Adjournment

Chairman announced that the next standing meeting of the State and School Employees Health
Insurance Management Board is scheduled for 9:00 a.m., on Wednesday, March 22, 2023.

As there was no further business, the meeting was adjourned at 9:59 a.m.

Liz Welch
Chairman
State and School Employees Health Insurance Management Board



Agenda Item 2

Actuarial Report Calendar Year 2022
Mr. Wm. Lynn Townsend

Description

Mr. Townsend will discuss his actuarial analysis of the State and School Employees’ Life and
Health Insurance Plan for calendar year 2022, providing historical and projected trend rates, and
projected premium rate adjustments needed to meet the Plan’s state funding objective. A copy of
Mr. Townsend’s CY22 Actuarial Report Highlights, as well as his Actuarial Report Calendar Year
2022, are included in this section.

Action Requested

None



€20T ‘TT YN

0TT6E (ddissiSSIAl ‘UoSIpeIN

aue1 AemayieH €0T

VVVIN ‘US4 ‘puasumoy uuAy “wmm

S1HOIMHOIH

140d3d TVIHVNLOV CCAD

NV1d IONVHNSNI HLTV3IH 8 3411
SIIA0TdNT TOOHDS B 31V1S
S.ddISSISSIN 40 31V1S



€zoe/ee/e

¢ @8ed sy3YsSiH 1oday [elenidy ZzZAD

‘Z2/05/9 4O SB UOI[[IW p6p$ JNOQR SEM UB|d DIUBINSU| L[Sl pue 9} seafojdwg jooyss

pue 93818 9y} ybnouyy papinroid spysuaq aoudnad yjim pajeldosse A3jiqel panisoe jelienyoe papunjun s,a)ers
ay] ‘preuopsew ybneueAen Aq pasedaid uonenjea yuadal Jsow ayj o} buipiooady syysusq Jusweaigsi-jsod
J0j “ofojdwe ue se ‘ore)s oy} JO SoRIjIGeI] By} JUNOIIE OlU] dXE] JOU SBOP ‘dA0GE UMOYs sk ‘sniding ueid (g)

L'1L0LS$

909 $

L'y ¢

009

(6°81)

'L

60
)
oe6L $

(6'02) $
(s0)
(5'62)
(2'109)
8018 $

swieyds pred jemoe Buisn soiljiqel] SWiejd JO UOHEN[EAD dA}OROJAI B UO paseg (1)

(2) zz/Lerz) ‘sniding ueld
(2) ‘(1) Lz/LerzZ)L ‘sniding ueld

Juswied vdyv Jo)v (sso) uleg |ejo
Juswied vdyv
juswied vVdyv alojag (sso) uteg |ejol

9NUBA3Y JOYJO puUe }SaI3jU|

aosuelinsu| aji [e30)NS
9J11 B]JOSOUUIN 0} SWNIWald adoueiInsu| aji|
ue|d @Y} 0} suonnquiuo Wniwald adueinsuj aji

uejd yyjeaH |jejoyqns
$994 [40ODd
sosuadx3 JuswuIR}UO0 ) }SO)) '@ dAjRISILILUPY
paiinsuj swie|d 6niq @ jedIpsN
swniwald ueld YjeaH

suolfIAl Ul

AYVINIAINS TVIDONVNIL €CAD



geoe/ee/e

60G°'202°L0L $ L12'Li¥09 3
0s6'8€€’'L6 S 026'0¢0'96 $
89G6'G6.°C /£9'81E'C
152'8/0'ClL 60c°181°8l
€e.2'1€2 clLe'covy
18/°195°L Yov'9/¥'L
920°266°L 690°'65¥'L
(c69'¥61°€E) (162'co¥'cs)
(698'916'¥) (122'952'9)
0S6'G66'7L 0S.'S¥L'¥lL
(9g2°189) (520'052)
000°000°'8 000°000°8
8€6'269'9 ¥96'8¥9' L
000°000'2 ov5'966°L
(000°000°2) (e¥9°'c25'2)
(c6¥'929°L)

£86'6¥c'28 $ 0668228 $

65S0°9¥0'c6l $

LELT0S'9GL $

659'GLC
oov‘0e8'¢elL $

ccoe/Le/cy

Zve'ee
o61L°'89¥'9G1L $

Leoc/Lerei

¢ 98ed

s3y31ySiH Hoday |erendY ZZAD

SN1ddNS Nv'ld

sasuadxg paniooy R ang pue sajjger] wieD [ejol

sesuadxg pouad Jold paniddy g ang

(sieally SS3|) @0UBAPY Ul PSAIDORY SUONQUIUOD winjwalid

02ZAD 0} Joud paunoy| ‘Buipusd swie|d 9417 Jo} wniwsld 8inind psjewnsy
sebieysD asuadxg g swie|D aj pajjig Jo} aj] eljosauul 0} sjgeled wniwald
JesA Jepusje) jualind ayl Ny} 6LAD 10} S99 14O Dd Peaniooy

swie|D ple) Bnig uo s|qeAiaoay saleqsy pajewnsy SS9

Ajeuad Buidug Bniq paniooy pajewi}sy sso|

ueld 3y} AQ pied J8A 10N Ing yiewsared SAD Aq pred swie|d bnug
(swsunsnipy Jo 18N) YNgI swield Bniq pajewns3

sasuadxg jJusWaas slie|D Jo} UOISINOIH

swie|d pied anig 9jejs-jo-Ino Uo ang swied [edlpajy

sjuswAed aAijuasuy| Japinold [endsoH peniooy pajewsg

sBniq wie|D [edIpayy UO S8jeqay paniody pajewsy ssa|

sBnig wie|D [edipay Uo sejeqay 2ng pajew}s3 ss9o)

(papoday JoN INg paunoul) YN Swie|D [edipsiy pajewns3

salravii

}Salaju| panIooYy pue ‘S}essy pa)sanu| ‘ysed [ejol

SNL1V.1S ONIANNd LNI™HHND

1S2I18)U| paniooy
S19SSyY PalSeny| pue ysed

S13Ssv

:31va 40 sv



groz/ee/e ¥ a8ed sy311ySiH 1oday |eliendY ZZAD

Linr anposlqo Buipund jo uolsinay
LIne Aenwiog anjea
SAD SAD awud awud swud lopusp Bbrug
005'L$ 00€'L$ 000°L$ 000°'L$ 000°1L$ ue|d jo9|es-abueyn siqronpag
SIONVHO NV 1d AT

%9 %€ %€ %€ %0 JSVYIAONI T1LvH FJIAO0TdINE IAILDY
%01 %0 %9 %S %Y sejeqay Joyy ‘swie|d bnug
%91 %¥S %G1 %CE %61 sajeqay
%cCl %91 %8 %L1 %/ sejeqay ald ‘swiep bnig
%E- %9 %L~ %¥ %2 swie|D [edIpsiy
S31Vvd ISVIHONI

¢4 A% ¥c$ £€$ HOIHd S1S0D S,UIJUON JleH SuO

L2$ d3SINTY SIS0 S,YJUO |In4 SUO

IAILDArG0 ONIGNNd

ZoL$ 19% cLLe SL$ 6819 1ea, jo pug (LIDH3AA) SN1dHNS

Lv$ (e59%) (Le$) (s¥%) (ov$) (ss07) wien ueld |ejol

09 0 0 0 0 JusuwKed vduy
L L z 14 S anusaay JaylO B 1salauy|

3 l 0 € 4 (sso07) ures) aj

(1z9) (g59) (¥e$) (z5%) (2¥%) (ss07) uten ue|d yjesy - [ejoyqns
(s0) (s0) (s0) (s0) (c'0) $994 |HOOd
(62) (0€) (g€) (g€) (sg) sasuadx3 sapensiulwpy
€el Sl =y A g9 6% saleqay pied bnig

(ov€) (€0€) (192) (Lv2) (212) swie|D psep bnig
(565) (519) (189) (689) (995) (feotpay) swie|d sg909
L18$ 122% 89/% lv1$ zels swnjwald yesH

S3ISNAAXA *? SNIVTO TINOONI

CCAO LZAO 02AD 61AD 8LAD

MIINEIAO TVIONVYNIH TVOIRbMO 1SIH



gz0z/ez/e G 98eq s1y311ySiH 1oday |eenidy ZZAD

"uol|jiw TS Inoqe jo
agueyd siy3 4oy 21ewilsa s3uines [enuue Aleujwijaud e papinoad ysewale) SAD “ge/T/L uo Arejnwio4 anjep,
ydewsased SAD oyl pajuswsjdwi ueld ayl - Asejnwiod ,dnjep,, ddewaled SAD 3y} jo uonejuswsajdwi

"uol|jiw £$ 1noge Aq ZgAD Ul 51502 ue|d 9anpas 03 paidadxa si aueyd uejd SIYL "ZZAD
10} 00Z$ Ag paseasdu] sem 98e49A0D 103[9S J0) 9|qII2NP3P [BIIPAW YJOMIBU Ul Y| — d|qIIdNPaQ ueld 1I3|3S

(448
“uolf|iw
0't$ Inoge Aq TZAD Ul 51502 ue|d 22npaJ 0} pajdadxa sem adueyd ueld SIYl "95eI9A00 dseq pue d3eJd9A0D

109i9S Yioq J0J Oomm >Q paseatoul aJom swnuwixew adueinsulod ayl TZAD U] — WNWIXeAl asueinsulo)

"uol||iw 9'TTS Inoge Aq TZAD Ul 51502 ue|d 9onpaJ 01 pajdadxa sem asueyd ueld
SIYL "00€$ Aq paseasoul sem a8eI9A02 199]9S J0J 9]qIIINP3P [BIIPaW dYl TZAD U] — d|q13onpaq ueld 329[3S

TCAD

SIONVHDI 1143N39 LNIO3Y



g€co0z/Te/€ 9 aded s1y311ySiH 10day |elenY ZZAD

‘sjuswisnipe Buroud zz A0 pejosfoid pue LzAD jenjoe Jo J8N .

%20l %8Sk %ETL r'oozs  (geely) 6'65€$ [elo] 220

%9'Z  %O0Y  %Z¢ 2ol  (2'¢99) 6°991L$ o HZ 22D

%68l %262 %8'TC 2¢0L$ (8'699%) 0'cLlS Hl 22D
/818 (esLLe)  L2ocs [ejo] 120
900l$  (Z'19%) 8'191$ HZ 12D
8'98$ (1'¥5$) 6'0v1L$ HL 12D

LS1S0D  sajegay ,SIs0) LS1S0D sojeqay LS1S0D

19N Bnig SS0l0) 19N bniq SS0l0)

9sealou| Jes A J9A0 Jes )
SUOIIAl Ul
LZAD SA ZZAD Ul paLinauj s)so9) Jjauag Bnig [enuuy-1wag uo 3093
Arejnwio4 anjep ayj Jo zzZ/L/L uo uonejuswajdwi



s1y311ySiH 1oday |euenldy ZzAD

gzo0z/ee/e L 33ed

Linp

Linr

SAD SAD ENEE!

9LAD
7LAD
00S5'L$  00€'L$ 000'L$  00S$
%9 %E %€ %E %0 %0 %0 %0 %0 %0 %0 %t %0
%01 %0 %9 %S % % %t %Ll %8 %S 1L %LL %L~ %l-
%E- %9 %l- %t %< %l %/ %0 %l b- %¢E %< %6~ %t
150 ves ves €es FA%S zes LS oes Le$ 0es 62%

L.$

201$ 19$ £LLS SvL$ 681$ 622% ysz$ viz$ 692$ 6ves L¥Z$ LL2$ 6€1$
LS (€5%) (1e$) (s¥$) (ov$) (s2%) (12%) S$ 123 z% 5e% (X (62%)
09 0 0 0 0 0 0 0 0 0 0 0 o}

L L 4 v S € € € z > € z =

L L 0 € z € 0 L L S 9 S <}
(1ze) (55%) (res) (zs9) (L¥$) (1e9) (bze) 4 AR (99) 9z% 59% (6£%)
0 0 0 o 0 0 0 0 0 4 A 0 0

0 0 0 0 o 0 0 0 0 0 0 ¥l S

0 0 o] 0 0 0 (s) ) L) o] 0 0 0
(s°0) (5'0) (s'0) (s0) (s’0) (+0) y'o) C40)] (o) ¥ o) (z0) 00 00
(62) (og) (eg) (ce) (se) (2g) (s€) (ze) (zg) (¥g) (ee) (6€) (¥9)
€€l SLL =72 S9 6t 44 ve 14 €l oL oL ot 6
(ove) (cog) (192) (1v2) 212) (c02) (egl) (521) (8s1) (F¥1) (zz1) (s11) (gL1)
(s65) (519) (189) (629) (999) (959) (0ss) (519) (€19 (¥29) (259) (2¥5) (s63)
L18$ 121% 89/% Ivi$ FAAR £2/$ 0z.8$ gLLS 811% £2.$ zel$ Zvis y1L.L$
ZZAD LZAD 0ZAD 6LAD 8LAD LIAD 9LAD SLAD YIAD SIAD ZIAD LLAD 0LAD

MIIAYZAO0 TVIONVYNIL TVORIOLSIH A3aNVdX3

anpoafqo Buipund jo uoisinay
Ae|nuuo- anjep

Jopuap Bnig

ue|d AedoD dOd

(swiep aje}s-40-1n0) pied an|g
ue|d 109|eg-abueyQ sigionpeq
SIFONVHO NV 1d A3M

FSVIIONI 3LV J3A0TdNE JALLOY

seleqeay Jeyy ‘swield bnig
swie|D |edlpay
S3LVH ISVIIONI

HOIHd S1S0D S,YIUOW jjeH uQ
A3SINTY SIS0 S,UIUOW lInd 3uUQ
IALLO3Ird0 ONIaNNd

aea, Jo pu3 (LDEHSA) SNIRINS

(sso) uen ueid |eol

Juswhed vduy

anusAay JSYIO B 1SaUdy|

(sso7) ules ay

(sso7) ulen ueld yjesHy - |ejoiqng

sjuawemas Auedwo Bnig
aouBINSUISY 3al1n9y Apel yov
SoUBRINSUISY [BUONISURBI] YOV
$934 |J0Od

sosuadxg aanel)siulwpy
sajeqay pJed bnig

swie|) pied bnug

(feotpapy) swie|D saog
swnjwald YyyesH

SASNIdXA ® SWIVIO FIWOINI



€20¢/2e/< 8 93ed s1y81ysiH 1oday |eenldy ZzZAd

sajpqai bnip Jo 15N

%0'S %0°0T %0°€E SZAD

%0°S %0°S sz/10/10 %6 %0°0T %0°€E 74 %]

%0°S %0°S ve¢/10/10 %C' %S'L %0°E €2AD

Aewnd  Aewind

aledlpajN ue|d |erol £58nig |esipaN

SNOILJINNSSY 3SYIUINI ILWY IYVIIAGIN-NON ‘SNOILJINNSSY ANIYL

(29) 18$ 1872) £6$ %0~ (z9) 8'TS (ze9) (6169) 8t6S STAD
(29) LLS 6€$ 565 %E'0- (23) 6'TS (t€9) (9£89) €065 vZAD
(vs) 743 LES 86$ %S°0- (vs) (1 )4 (te$) (sess)  098% €21
127 SES r41] 83 09$ %ET- (1) SIS (629) (zoss) T18$ 144
(€59) SES 19$ %8°9- (ess) T8 (o€s) (coss) LLLS TZAD
(te$) vES €ITS %L Y- (tes) s8T$ (€€9) (89£9)  89L$ 0ZAD
(vvs) ves 57243 %0°9- (svs) TS (eg9) (9928)  tvL$ 6TAD
(ovs) 133 68TS %S'S- (obs) S9$ (s€9) (€€L9) s 8TAD
(sz$) s 62TS % €- (se$) LSS (£g$) (£128) €S LTAD

sniding  aandalqo aamelqo sniding udwAed wniwald (ssol) sad4yDy odsuadxy swiep) wniwald
ul a8uey) snjding snjding papalold vdyv joyese ulen  isaidAu] yiesH yyeaH yiesH
pasiney  Joud pu3jeaA (ssoq) ulen |eiol  suj 3y

GZ/T/T Uo %S pue £Z/T/T U0 %G JO SOSeaIIU| dleYy pue S11j3udg JU34In) SBWNSsy
(suorIn ul) SNOILATOUd AYVININNS



STATE OF MISSISSIPPI'S

STATE & SCHOOL EMPLOYEES’
LIFE & HEALTH INSURANCE PLAN

ACTUARIAL REPORT
CALENDAR YEAR 2022

PREPARED BY:
Wm. Lynn Townsend, FSA, MAAA
Consulting Actuary






Wm. Lynn Townsend, FSA
CONSULTING ACTUARY

103 Hatheway Lane WLTFSA@AOL.COM
Madison, MS 39110 601-362-16560

March 3, 2023

Ms. Cindy Bradshaw

State Insurance Administrator

Department of Finance and Administration
State of Mississippi

P. O. Box 24208

Jackson, Mississippi 39225

Dear Ms. Bradshaw:

This Actuarial Report is based on a review of the experience through December 31, 2022, of the
State and School Employees’ Life and Health Insurance Plan (“Plan”).

In performing my review and preparing my report, | relied on certain information and data provided
by DFA, Blue Cross/Blue Shield of Mississippi (‘BCBS”), CVS Caremark, Health Data &
Management Solutions (“HDMS"), and Minnesota Life Insurance Company.

To the best of my knowledge and belief;

1.) All material aspects of my review have been communicated to DFA in this report.

2.) The calculations of the current claim liabilities of the Plan are in accordance with currently
applicable Actuarial Standards of Practice.

3.) The projections of future cash flows and balance sheet items are based on future
assumptions which, in the aggregate, appear to me to be fair and reasonable.

Sincerely,

Wm. Lynn Townsend, FSA, MAAA
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EXECUTIVE SUMMARY

For the last several calendar years, the State and School Employees’ Life and Health Insurance
Plan has used previously accumulated surplus to fund a portion of increasing annual benefit costs.

Following 7 straight years with no increase in the premium rates for non-Medicare rate classes,
premium rates for active employees, dependents, and Legacy non-Medicare retirees were
increased by 3% on 1/1/18, 3% on 1/1/20, 3% on 1/1/21, and 6% on 1/1/22. The Plan experienced
surplus reductions of $21 million in CY16, $25 million in CY17, $40 million in CY18, $44 million in
CY19, $31 million in CY20, and $53 million in CY21.

In CY22 Plan claims and expenses exceeded premium and other revenue by $18.9 million. With
the receipt of $60 million in December 2022 from the federal government under the American
Rescue Plan Act, surplus increased in CY22 by $41.1 million instead of declining by $18.9 million.
Without the $60 million ARPA payment the Plan would have ended CY22 with about $41.7 million
in Plan surplus, and with the $60 million ARPA payment, the Plan ended CY22 with about $101.7
million in Plan surplus.

The Plan increased premium rates for all classes by 6% on 1/1/23 and implemented the CVS
Caremark “Value” Formulary for prescription drugs on 7/1/22. At its 2/22/23 meeting, the Board
voted to plan on rate increases of 5% on 1/1/24 and 5% on 1/1/25. With those changes, the Plan
is expected to experience close to break-even results in each of CY23, CY24, and CY25, and Plan
surplus is expected to meet the Plan’s revised stated funding objective throughout the projection
period.

Funding Policy

At its meeting on 6/22/22, the Board voted to increase the Plan's stated funding objective for Plan
surplus from one half (*2) of one month’s Plan expenses to one full month of Plan expenses,
effective 7/1/22. The previous stated funding objective had been in place since 11/30/10, at which
time a formal funding policy for the Plan was first established by the Board.

CY22 Benefit Changes

Select Plan Deductible — The in network medical deductible for Select coverage was increased
by $200 for CY22. This change was expected to reduce Plan costs in CY22 by about $7 million.

Implementation of the CVS Caremark “Value” Formulary — The Plan implemented the CVS
Caremark "Value" Formulary on 7/1/22. CVS Caremark provided a preliminary annual savings
estimate for this change of about $18 million.

Historical Financial Summary & Overview

Historical Financial Summary (in Millions)

CY18 Cy19 CY20 CcY21 Ccyaz
Health Insurance Gain (Loss) ($46.7) ($52.1) ($33.7) ($54.6) ($20.9)
Life Insurance Gain 2.4 32 0.5 0.9 0.9
Interest and Other income 4.6 44 1.8 0.9 1.1
ARPA Payment 0.0 0.0 0.0 0.0 60.0
Total Gain (Loss) ($39.7) ($44.5) ($31.4) ($52.9) $41.1
* Based on current estimates of outstanding claims.

An overview of financial results and key plan changes during the last 5 years appears in the table
on the following page,

CY22 Actuarial Report 1



EXECUTIVE SUMMARY (Continued)

HISTORICAL FINANCIAL OVERVIEW

CY18 CY19 CY20 CY21 CY22*
INCOME, CLAIMS & EXPENSES
Health Premiums $722 $747 $768 $777 $811
BCBS Claims (Medical) (566) (589) (581) (615) (595)
Drug Card Claims 217) (241) (261) (303) (340)
Drug Card Rebates 49 65 75 115 133
Administrative Expenses (35) 33) (33) (30) (29)
PCORIFees (0.5) (0.5) (0.5) (0.5) (0.5)
Subtotal - Health Plan Gain (Loss) ($47) ($52) ($34) ($55) ($21)
Life Gain (Loss) 2 3 0 1 1
Interest & Other Revenue 5 4 2 1 1
ARPA Payment 0] 0 0 0 60
Total Plan Gain (Loss) ($40) ($45) ($31) ($53) $41
SURPLUS (DEFICIT) End of Year
Assets $291 $259 $212 $156 $193
Rebates Receivable 26 35 37 33 33
Liabilities (Prior to Rebates) (128) (149) (136) (129) (124)
Surplus (Deficit) $189 $145 $113 $61 $102
FUNDING OBJECTIVE
One Full Month's Costs REVISED $71
One Half Month's Costs PRIOR $33 $34 $34 $35
INCREASE RATES
Medical Claims 2% 4% -1% 6% -3%
Drug Claims, Pre Rebates 7% 11% 8% 16% 12%
Rebates 19% 32% 15% 54% 16%
Drug Claims, After Rebates 4% 5% 6% 0% 10%
ACTIVE EMPLOYEE RATE INCREASE 0% 3% 3% 3% 6%
KEY PLAN CHANGES
Deductible Change-Select Plan $1,000 $1,000 $1,000 $1,300 $1,500
Drug Vendor Prime Prime Prime CcvVvs CVS
Value Formulary Jul 1
Revision of Funding Objective Jul 1

* Based on claims liability estimates as of 12/31/2022.
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EXECUTIVE SUMMARY (Continued)

Projections

At the 2/22/23 meeting of the Health Insurance Management Board, preliminary projections were
provided under 2 alternative rate increase scenarios, and the Board voted to adopt the rate increase
assumptions used with the “"Scenario 1" projections presented at that meeting.

The projections appearing in this Report are consistent in most material respects with the Scenario
1 projections presented at the February 22 Board meeting. The projections in this Report assume
current benefits and assume rate increases of 5% on 1/1/24 and 5% on 1/1/25.

Summary projections appear below and detailed projections appear in the body of this Report.

Under the assumptions and rate increases used in these projections, the Plan is expected to
experience close to break-even results in each of CY23, CY24, and CY25, and Plan surplus is
expected to meet the Plan’s revised stated funding objective throughout the projection period.

SUMMARY PROJECTIONS (in Millions)
Assumes Current Benefits and Rate Increases of 5% on 1/1/24 and 5% on 1/1/25
Lifelns Total Gain (Loss) Year End Prior Revised

Health  Health Health Interest& Gain asa%of ARPA Projected  Surplus Surplus Change in
Premium Claims Expense ACAFees (Loss) Premium Payment Surplus Objective Objective Surplus

CcY17 $723 ($717) ($37) $5.7  ($25) -3.4% $229 $32 ($25)
cvis $722  ($733) ($35) $6.5  ($40) -5.5% $189 $33 ($40)
cY19 $747  ($766) ($33) $7.1  ($45) -6.0% $145 $34 (544)
cY20 $768  ($768) ($33) $1.8  ($31) -4.1% $113 $34 ($31)
cy21 $777  ($802) ($30) $1.2  ($53) -6.8% $61 $35 ($53)
Cy22 $811 ($802) ($29) $1.5 {$19) -2.3% $60 $102 $35 $41
cY23 $860  ($835) ($31) $20  (%9) -0.5% $98 $37 $74 ($4)
cy24 $903 ($876) ($31) $1.9 ($2) -0.3% $95 $39 $77 ($2)
CY25 $948 ($919) ($32) $1.8 {$2) -0.2% $93 $41 $81 ($2)
TREND ASSUMPTIONS, NON-MEDICARE RATE INCREASE ASSUMPTIONS

Medical Drugs* Total Plan Medicare

Primary  Primary

CY23 3.0% 7.5% 4.2% 01/01/24 5.0% 5.0%

CY24 3.0% 10.0% 4.9% 01/01/25 5.0% 5.0%

CY25 3.0% 10.0% 5.0%

* Net of drug rebates
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EXECUTIVE SUMMARY (Continued)

Discussion of Assumptions and their Effect on the Projections

These projections are based on cost trends and other assumptions that are difficult to predict and
are subject to change due to unanticipated benefit changes or other fundamental changes that
affect future costs. This is particularly true during the throes of a global pandemic. There may also
be elevated risk that health care costs could increase at higher rates than in prior years simply as
a result of higher general inflation; no specific provision has been included for this contingency.

It is noted that current trend assumptions are considerably less than those that were actually
experienced just a few years ago. However, the annual cost trend assumptions being used are
consistent with the cost trends experienced in those recent years in which significant operational
or benefit changes did not occur. To that extent, these assumptions appear to me to be reasonable.

It is also noted that the Plan has periodically taken action to reduce costs. For example, in CY11
deductible and other benefit and Plan changes were implemented to significantly reduce Plan
costs. In CY14, significant cost reductions were achieved thru the introduction of the Blue Card
network for out-of-state claims and enhancements in the AHS network for in-state claims.

Future operating results could be worse — or better — than projected. If experience worsens, rate
increases higher than those shown in future years, or other Plan changes, could be required. If
these projections prove to be conservative, future rate increases could perhaps be reduced or
delayed, or Plan surplus in excess of that projected could still exist at the end of any of the projection
periods shown,

Postemployment Benefits

The CY22 Actuarial Report being provided herein does not separately identify and quantify the
liabilities and costs that must be reported and recognized by the State, as an employer, under
accounting rules established by the Governmental Accounting Standards Board for post-
employment benefits. Therefore, Plan surplus — as defined in this Report — does not take into
account the liabilities of the State, as an employer, associated with retiree health and life insurance.

Although there are significant surplus funds that exist in the Plan, there are much higher liabilities
for the State — as an employer — for future retiree benefits that have not been funded. For example,
based on current claims liability estimates, the Plan’s surplus was about $102 million as of
12/31/22. Based on the most recent valuation prepared by Cavanaugh Macdonald, the State's
total liability for retiree life and health insurance benefits provided through the Plan was about $494
million as of 6/30/22.

In evaluating the extent to which existing or projected surplus of the Plan is necessary or even
sufficient, this Report should be reviewed in conjunction with the most recent version of the GASB
Statement No. 74 Report that has been submitted to the Health Insurance Management Board by
Cavanaugh Macdonald.
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CY22 FINANCIAL SUMMARY

The monthly financial statements prepared by DFA were adjusted to reflect the updated estimates
of Plan liabilities and certain items of a similar nature were combined, as follows. Note that the
amount shown for Plan surplus as of 12/31/21 is based upon a retroactive review of the life and
health insurance claims liabilities based on actual incurred claims and incurred drug rebates.

Financial Summary for CY22 (in millions)
Health Premiums $ 8108
Health Claims Incurred (801.7)
Administrative & Cost Containment Expenses (29.5)
PCORI Fees Incurred (0.5)

Subtotal Health Insurance $ (209
Life Insurance Premium Contributions to the Plan $ 19.0
Life Insurance Premiums to Minnesota Life (18.1)

Subtotal Life Insurance 0.9
Interest and Other Revenue 1.1
Total Gain (Loss) Before ARPA Payment (18.9)
ARPA Payment 60.0
Total Gain (Loss) After ARPA Payment $ 411
Plan Surplus, 12/31/21 (1), (2) $ 606
Plan Surplus, 12/31/22 (2) $ 1017
(1) Based on a retroactive evaluation of claims liabilities using actual paid claims.

(2) Plan Surplus, as shown above, does not take into account the liabilities of the State, as
an employer, for other postemployment benefits ("OPEB"). According to the most recent
valuation prepared by Cavanaugh Macdonald, the State's Total OPEB Liability associated
with retiree benefits provided through the State and School Employees’ Life and Health
Insurance Plan was about $494 million as of 6/30/22.

Historical Financial Summary

The following historical financial summary is based upon a retroactive review of the life and health
insurance claims liabilities based on actual incurred ¢laims and incurred drug rebates.

Historical Financial Summary (in Millions)

CY18 CY19 CY20 CcY21 Cy22*
Health Insurance Gain (Loss) ($46.7) ($52.1) ($33.7) ($54.6) ($20.9)
Life Insurance Gain 2.4 3.2 0.5 0.9 0.9
Interest and Other Income 46 4.4 1.8 0.9 1.1
ARPA Payment 0.0 0.0 0.0 0.0 60.0
Total Gain (Loss) ($39.7) ($44.5) ($31.4) ($52.9) $41.1
Plan Surplus, Beginning of Year $228.9 $189.2 $144.8 $113.4 $60.6
Plan Surplus, End of Year $189.2 $144.8 $113.4 $60.6 $101.7
* Based on current estimates of outstanding claims.
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CURRENT FUNDING STATUS

Plan Balance Sheet

As of 12/31/22, the Plan had an estimated funding surplus of $101.7 million.

BALANCE SHEET

AS OF DATE:

ASSETS
Cash and Invested Assets
Accrued Interest

Total Cash, Invested Assets, and Accrued Interest

LIABILITIES

Estimated Medical Claims IBNR (Incurred But Not Reported)
less Estimated Due Rebates on Medical Claim Drugs

less Estimated Accrued Rebates on Medical Claim Drugs
Estimated Accrued Hospital Provider Incentive Payments
Medical Claims Due on Out-of-State Blue Card Claims
Provision for Claims Settlement Expenses

Estimated Drug Claims IBNR (Net of Adjustments)

Drug Claims Paid by CVS Caremark But Not Yet Paid by the Plan
less Estimated Accrued Drug Pricing Penalty

less Estimated Rebates Receivable on Drug Card Claims
Accrued PCORI Fees for CY19 thru CY22

Estimated Future Premium for Life Claims Pending, Incurred prior to CY20
Premium Contributions Received in Advance (less Arrears)
Due & Accrued Prior Period Expenses
BCBS (Plan Administration)
Active Health
CVS Caremark
HDMS Decision Support System
KEPRO (Utilization Management)
Miscellaneous Expenses
Total Claim Liabilities and Due & Accrued Expenses

PLAN SURPLUS "

and Health Insurance Plan was about $494 million as of 6/30/22.

Premium Payable to Minnesota Life for Billed Life Claims & Expense Charges

12/31/2022

$ 192,830,400
215,659

$ 193,046,059

$ 82,349,583
(1,676,493)
(2,000,000)
2,000,000
6,697,938
8,000,000

(581,236)
14,995,950
(4,916,869)

(33,194,693)
1,997,026
1,561,787
231,733
13,078,257

1,543,530
534,268
306,030

20,153
379,325
12,262

$ 91,338,550
$ 101,707,509

(1) Plan Surplus, as shown above, does not take into account the liabilities of the State, as an employer, for other
postemployment benefits ("OPEB"). According to the most recent valuation prepared by Cavanaugh Macdonald, the
State’s Total OPEB Liability associated with retiree benefits provided through the State and School Employees’ Life
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CURRENT FUNDING STATUS (Continued)

Claims Liability for Incurred but Not Reported Medical Claims

The evaluation of the claims liability for claims paid by Blue Cross/Blue Shield of Mississippi
("BCBS" or “BCBS of MS") was completed following an extensive review of claims lag reports that
BCBS provided for claims paid through January 2023. In general, claims liability estimates for the
current period were determined by applying historical claims lag statistics to incomplete claims.
These lag statistics were developed using system reports that summarize claims paid each month
by the month in which the claim was incurred. Based on that analysis, | have evaluated the regular
health insurance claims fiability as of 12/31/22 to be about $82.3 million. About $40.8 million of this
was paid in January 2023, leaving an estimated $41.5 million left to be paid after January 2023.
The $82.3 million liability represents about 1.54 months of estimated average medical claims
(excluding drug claims) incurred in the last 6 months.

Rebates on Certain Drug Clams Paid by BCBS under the Medical Benefit

Through its own pharmacy benefit manager, BCBS receives rebates on certain drugs filed as
medical claims by hospitals, physicians, and other outpatient providers. The rebates received by
BCBS related to the claims on Plan members are paid by BCBS to the Plan. In January 2023, the
Plan received $1,676,493 in rebates related to medical drug claims incurred in CY21 and CY22.
Including an estimate of about $2.0 million for additional future rebates related to claims incurred
in the 3 and 4™ quarter of CY22, the Plan held a receivable of $3.7 million as of 12/31/22 for
rebates related to medical drug claims.

Hospital Provider Quality Incentive Payment

The Plan participates in a program administered by the BCBS AHS network whereby participating
hospital providers are eligible to receive additional payments if they meet certain quality measure
benchmarks set by AHS. In May of 2022, the Plan paid $1,995,546 in hospital incentive payments
related to CY21 claims. AHS provided to the Plan a cost estimate for the program in CY22 of $2.0
million related to CY22 incurred hospital claims, and this amount was accrued as of 12/31/2022.

Liability for Claims Paid by BCBS in December 2022 but Not Reimbursed until January 2023

In general, medical claims paid by BCBS of MS to in-state providers are immediately reflected by
the Plan as paid claims because those claims are paid by BCBS of MS from the Plan's bank
account. However, medical claims paid by BCBS of MS to out-of-state providers are administered
in conjunction with other states’ Blue Cross plans in order to obtain network pricing under the Blue
Card program, and BCBS of MS bills the Plan after the fact for those claims’ payments. In January
2023, the Plan was billed $6.7 million by BCBS of MS for medical claims paid to out-of-state
providers thru December 31, 2022. This amount has been handled as a separate claims liability.

Provision for Claims Settlement Expenses

A provision of $8.0 million was held as a liability as of 12/31/2022 for future administrative and
claims settlement expenses related to claims incurred prior to 12/31/2022.

Claims Liability for Incurred but Not Reported Drug Claims

In general — for most valuation periods — the vast majority of incurred drug claims have been paid
by the pharmacy benefit manager within the month in which the drug claim was incurred, and future
negative adjustments have been more likely than additional future claims payments. As of
12/31/22, the drug claims liability, net of negative adjustments in January, was estimated to be
negative $581,000.
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CURRENT FUNDING STATUS (Continued)

Liability for Claims Paid by CVS Caremark in December 2022 but Not Reimbursed until
January 2023

Claims paid by CVS Caremark during December 2022 that were not reimbursed by the Plan until
January 2023 totaled $15.0 million. This amount has been handled as a separate claims liability.

Estimated Accrued Drug Pricing Performance Guarantee Payment

The contract between the Plan and CVS Caremark includes an annual performance guarantee
related to drug pricing. Based on a preliminary analysis provided by CVS Caremark for CY22, the
Plan expects to receive a payment of about $4.9 million from CVS Caremark sometime in the next
several weeks.

Rebates on Drug Claims Paid by CVS Caremark

The Plan receives rebate payments as a result of contracts in place between its pharmacy benefit
manager, CVS Caremark, and various drug manufacturers. Under the Plan’'s contract with CVS
Caremark, the Plan receives 100% of all rebates that are related to the Plan’s claims. The Plan’s
contract with CVS Caremark also includes certain minimum rebate guarantees. After the end of
each quarter, CVS Caremark bills the various manufacturers for applicable rebates, and by the end
of the next quarter, the Plan receives a preliminary rebate payment. Final rebate payments for a
given quarter could take quite some time, perhaps as long as year or longer after the completion
of a given quarter, to obtain the total amount of rebates applicable.

As of 12/31/22, the Plan held an estimated receivable of $33.2 million for incurred rebates that have
not yet been received by the Plan. Most of this is for rebates related to claims incurred in the 4th
quarter of 2022, and the Plan expects to receive a rebate payment close to this amount in early
March 2023.

Patient Centered Outcomes Research Institute

The Affordable Care Act (ACA) created the Patient-Centered Outcomes Research Institute
(PCORI), which according to the PCORI website, “is authorized by Congress to conduct research
to provide information about the best available evidence to help patients and their heaith care
providers make more informed decisions. PCORI's research is intended to give patients a better
understanding of the prevention, treatment and care options available, and the science that
supports those options.”

Provisions of ACA specified that PCORI is to be funded, in part, by fees payable by all insured and
self-insured plans, including governmental plans. Those fees are to be based on total Plan
enrolliment and were payable — under the ACA — only for Plan years 2012-2018 (payable the
following July). However, the fees required for PCORI were extended for an additional 10 years
for 2019 thru 2028 by the “Further Consolidated Appropriations Act, 2020" that was passed by
Congress in December 2019. Total fees payable for 2019 thru 2021 of $1,459.069 were not paid
when due, and the fee for 2022 of $537,956 is payable in July of 2023. A total liability of $1,997.026
was established as of 12/31/2022 for due and accrued PCOR!I fees.
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CURRENT FUNDING STATUS (Continued)

Liability for Life Insurance Premiums to Minnesota Life

Incurred Years

Pre
CY20
Maximum Premium Available for Claims
Claims Incurred and Paid as of 12/31/2022
Claims Paid in January 2023
Pending Claims as of 1/31/2023 231,733

Estimated IBNR
Claims Incurred and Paid as of 12/31/22
Annual Surplus (Deficit), Incurred Basis

Claims Paid by ML & Not Yet Billed to the
Plan (in Excess of Maximum Premium)
Plan Liability, Prior to Maximum Premium

Cumulative Deficit, Incurred Basis

Plan Liability, After Maximum Premium
Provision

CY22 Actuarial Report

CY20
16,966,854
18,762,208

0

133,222

18,885,430
(1,918,576)

cY21
16,871,568
21,083,994
103,117
540,930
0
21,728,041

(4,856,473)

2,220,795

cY22
17,123,429
13,346,444
1,737,025
3,212,985
200,000
18,496,454

(1,373,025)

The life insurance policy with Minnesota Life limits the annual amount (determined on a calendar
year basis) of life insurance premiums payable by the Plan to the amount of claims actually incurred
and paid, plus contractual administration charges, up to a stated maximum annual premium.
Incurred benefits are estimated to have exceeded the maximum annual premium by about $1.9
million in CY20, about $4.9 million in CY21, and about $1.4 million in CY22.

In addition to premium to Minnesota Life for December of $1,561,787 (i.e., the administration
charge of $82,982 and the claims charge of $1,478,805) billed to the Plan in January 2023, the
Plan’s estimated incurred liability for claims incurred would have been about $8.4 million — prior to
the application of the maximum premium provision — and was about $232,000, after application of
the maximum premium provision.

Plan
Liability

1,840,142
4,118,870
200,000

2,220,795

8,379,807

(8,148,074)

231,733



LIFE INSURANCE

Increase in Life Insurance Claims Due to COVID-19

Based on current estimates of outstanding claims, Life insurance claims incurred were about $18.9
million in CY20, $21.7 million in CY21, and $18.3 million in CY22. Compared to the $14.0 miliion
annual average for CY17 thru CY19, life insurance claims were up about 35% in CY20, 55% in
CY21, and 31% in CY22. Much of this excess mortality is believed to be due to COVID-19.

Minnesota Life Insurance Company

Life insurance provided by the Plan has been insured with Minnesota Life Insurance Company
since January 1, 2009. Under the Minnesota Life policy, the amount of premiums payable by the
Plan to Minnesota Life for each calendar year are limited to the amount of claims actually incurred
and paid, plus contractual administration charges, up to a stated maximum annual premium, with
annual calendar year deficits carried forward to the next year, but not back to the prior year.

Prior to CY20 and CY21, the maximum premium provision did not have a significant impact on the
Plan’s annual funding, and in recent calendar years prior to CY20, the Plan’s annual costs were
significantly less than the maximum annual premium. However, the dramatic increase in mortality
associated with COVID-19 resulted in the premiums paid to Minnesota Life in CY20, CY21, and
CY22 to be limited to the maximum premium, and on an incurred basis, resulted in annual deficits
absorbed by Minnesota Life estimated to be about $1.9 million in CY20; $4.9 million in CY21; and
$1.4 million in CY22.

Prior to its recent renewal, the current Minnesota Life policy was set to expire on 12/31/2022. At
its June 22, 2022, meeting, the Board voted to renew the Minnesota Life policy as of January 1,
2023, with a 10% increase in the maximum premium and a 10% reduction in the administrative fee.

Life Insurance Benefits for Active Employees — The amount of life insurance and accidental
death benefit insurance currently available to active employees is equal to 2 times the employee's
annual wage rounded to the next highest $1,000, subject to a minimum of $30,000 and a
maximum of $100,000. The current benefit level has been in effect since April 10, 1995.

Life Insurance Benefits for Disabled Employees — Employees who participate in the life
insurance plan are covered by a waiver of contribution provision in the event of a covered
disability. The life insurance benefit provided to disabled employees is equal to the amount of life
insurance in effect at disability. The 50% contribution previously payable by the disabled
employee is waived after a 9-month waiting period.

Life Insurance Benefits for Retired Employees — Employees who retire under the State's
Public Employees Retirement System are allowed to continue to participate in the life insurance
plan after retirement. Since July 1, 1999, retirees have been allowed to select a benefit at
retirement of $5,000; $10,000; or $20,000. Retirees who retired between May 1, 1987, and June
30, 1999, were allowed to select a benefit at retirement of $2,000; $4,000; or $10,000. Prior to
May 1, 1987, retirees were limited to a $2,000 benefit.

Life Insurance Premium Contributions

The premium contribution for active employees is paid 50% each by the employee and the State.
Effective 1/1/2014, the premium contribution rate was reduced by 25% from $0.24 to $0.18 per
$1,000 benefit. Consistent with the 10% increase in the maximum premium under the Minnesota
Life policy effective 1/1/23, the contribution rate for active employees was also increased on 1/1/23
from $0.18 to $0.20 per $1,000 benefit.

Retired employees pay for 100% of the cost of life insurance and are charged rates per $1,000 that
vary by attained age until age 70. (See the schedule of rates in the Appendix of this Report.)
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LIFE INSURANCE (Continued)

Life Insurance Experience — Last 5 Calendar Years

The life insurance experience under the Plan for the last 5 calendar years is shown in the tables
below and on the following page.

The following table shows the experience of the Plan, prior to the application of the maximum
premium provision.

Comparison of "Premium" Contributions to Incurred Death Benefits and Admin Charges
Prior to the Application of the Maximum Premium Provision
cY18 CcY19 CY20 cy21 CY22
Active Employees
Actual "Premium” Contributions 11,909,847 12,073,290 12,300,175 12,216,744 12,273,223
less Claims & Admin Charges
Death Benefits on Active Employees 9,352,187 8,346,710 12,341,696 15,931,993 13,020,752
Death Benefits on Disabled Employees 797,875 694,710 288,514 328,712 151,793
Administrative Charges 538,081 656,316 632,006 620,917 640,125
Total Claims & Admin Charges 10,688,143 9,697,736 13,262,217 16,881,622 13,812,671
Net Gain {Loss) 1,221,703 2,375,554 (962,042)  (4,664,877) (1,539,448)
Gain (Loss) Percent 10.3% 19.7% -7.8% -38.2% -12.5%
Retired Employees
"Premium" Contributions 5,719,087 6,001,769 6,256,346 6,472,816 6,713,211
less Claims & Admin Charges
Death Benefits 4,320,421 4,808,429 6,416,299 5,462,335 5,312,637
Administration Charges 258,386 326,262 321,463 328,981 350,136
Total Claims & Admin Charges 4,578,806 5,134,691 6,737,762 5,791,317 5,662,773
Net Gain (Loss) 1,140,281 867,078 (481,417) 681,500 1,050,438
Gain (Loss) Percent 19.9% 14.4% T7% 10.5% 15.6%
Total Active & Retired
"Premium" Contributions 17,628,934 18,075,059 18,556,520 18,689,561 18,986,434
less Claims & Admin Charges
Death Benefits 14,470,483 13,849,849 19,046,509 21,723,040 18,485,182
Administration Charges 796,467 982,578 953,469 949,899 990,261
Total Claims & Admin Charges 15,266,950 14,832,427 19,999,979 22,672,938 19,475,444
Net Gain (Loss) 2,361,984 3,242,632 (1,443,458) (3,983,378) (489,010)
Gain (Loss) Percent 13.4% 17.9% -7.8% =21.3% -2.6%
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LIFE INSURANCE (Continued)

Life Insurance Experience — Last 5§ Calendar Years (Continued)

The following two tables show the financial effect of the maximum premium provision; the 1st table
shows the effect on Minnesota Life, and the 2" table below shows the effect on the Plan.

Effect on Minnesota Life of the Maximum Premium Provision under the Minnesota Life Contract

Ccy18 CcY19 CY20 CY21 cY22
Minnesota Life Maximum Premium 16,384,275 17,662,557 17,920,324 17,819,610 18,085,601
Incurred Claims & Admin Charges 15,246,134 14,855,647 19,838,900 22,676,083 19,458,626
Minnesota Life Incurred Premiums 15,246,134 14,955,647 17,920,324 17,819,610 18,085,601
Annual Incurred Deficit at Minn Life (1,918,576) (4,856,473) (1,373,025)
Cumulative Incurred Deficit at Minn Life (1,918,676)  (6,775,049)  (8,148,074)

Effect on the Plan of the Maximum Premium Provision under the Minnesota Life Contract

CY18 CcY19 CcY20 CcY21 CY22
Life Insurance Contributions 17,628,934 18,075,059 18,556,520 18,689,561 18,986,434
Incurred Premiums to Minn Life 15,246,134 14,955,647 17,920,324 17,819,610 18,085,601
Net Plan Gain (Loss) 2,382,800 3,119,412 636,196 869,951 900,833
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HEALTH PLAN ENROLLMENT

Total Plan Enroliment

The average number of participating employees, dependents, and total members, by employee
subgroup, were derived using the enrollment reports supplied by BCBS.

Average Calendar Year Enroliment

Participant CY20 cy21 CY22

Count % Count % Count %
Employees
Active 111,277 80.8% 109,382 80.5% 107,864 802%
COBRA 727 0.5% 729 0.5% 641 0.5%
Early Retirees 7,905 5.7% 7,782 57% 7615 57%
Disabled Retiree (Non-Medicare) 129 0.1% 106 0.1% 96 0.1%
Disabled Retiree (Medicare) 827 0.6% 765 0.6% 724 0.5%
Medicare Retirees 16,819 12.2% 17,141 126% 17470 13.0%
Total 137,685 100.0% 135,906 100.0% 134,410 100.0%
Total Retirees 25680 18.7% 25,795 19.0% 25906 19.3%
Dependents
Active 52,199 90.3% 52,323 90.3% 51,870 90.2%
COBRA 351 0.6% 347 0.6% 342 0.6%
Early Retirees 1,956 3.4% 2,004 3.5% 2,019 3.5%
Disabled Retiree (Non-Medicare) 28 0.0% 21 0.0% 18 0.0%
Disabled Retiree (Medicare) 129 02% 114 0.2% 107 0.2%
Medicare Retirees 3,157 5.5% 3,134 5.4% 3,145 5.5%
Total 57,821 100.0% 57,944 100.0% 57,500 100.0%
Total Retirees 5,271 9.1% 5,274 9.1% 5,288 9.2%
Members
Active 163,476 83.6% 161,705 834% 159,734 83.2%
COBRA 1,078 0.6% 1,076 0.6% 982 0.5%
Early Retirees 9,862 5.0% 9,786 5.0% 9,634 5.0%
Disabled Retiree (Non-Medicare) 157 0.1% 128 0.1% 114 0.1%
Disabled Retiree (Medicare) 956 0.5% 880 0.5% 830 0.4%
Medicare Retirees 19977 10.2% 20,275 10.5% 20,615 10.7%
Total 195,506 100.0% 193,849 100.0% 191,910 100.0%
Total Retirees 30,951 15.8% 31,069 16.0% 31,194 16.3%
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HEALTH PLAN ENROLLMENT (Continued)

Total Plan Enroliment Growth

Average Plan Enrollment

.

2

N

Employees

7

250,000

200,000

150,000

100,000 -

50,000 -

Members

Total

Dependents

HCY18 mCY19 mCY20 ECY21 BCY22

Active Retirees

Annual Enrollment Growth Rates in CY22

0.4% -1.1%

1.4%

Employees

Dependents

-1.8%
-0.4%
-0.8%

-2.1% -1.0%

-0.6%
-0.9%

Spouse
Children

5.0%

0.3%

Total Dependents

0.4% -1.0%

-1.2%

Employees & Dependents
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HEALTH PLAN ENROLLMENT (Continued)

Active Employee Enroliment — Legacy & Horizon Employees — Base & Select Coverage

House Bill 26, as enacted by the Legislature during 2005, included several provisions that affected
the Plan beginning in CY06. “Horizon" refers to an employee or retiree who was initially hired on
or after January 1, 2006. “Legacy" refers to an employee or retiree who was initially hired prior to
January 1, 2006.

The Plan has two coverage options that are available to all employees:
1. "Base” coverage is a High Deductible Health Plan designed to meet the federal
requirements for use with Health Savings Accounts.
2. "Select" coverage is a traditional health insurance plan that has a separate deductible
applicable to prescription drug benefits.

The State pays 100% of the premium for Base coverage. The State makes the same contribution
for all employees for either Base or Select coverage. The monthly contribution paid for by the State
was $356 in 2011 thru 2018, $367 in 2019, $378 in 2020, $389 in 2021, and $412 in 2022, and is
$437 in 2023.

Prior to January 1, 2011, the State also paid 100% of the premium for a Legacy employee who
chose Select coverage. Beginning January 1, 2011, Legacy employees have had to pay a monthly
premium of $20 for Select coverage.

Horizon employees have always had to pay a portion of the premium for Select coverage. The
portion of the monthly Select coverage premium paid by active Horizon employees was $18 for
2006 thru 2010, $38 for 2011 thru 2018, $39 in 2019, $40 in 2020, $41 in 2021, and $43 in 2022,
and is $46 in 2023.

Analysis of Active Employee Enrollment — Legacy & Horizon Employees — Base & Select
Coverage

Historically, very few Legacy employees have chosen Base coverage (High Deductible Health
Plan). However, Base coverage is selected by a significantly higher proportion of Horizon
employees. Overall, about 1 out of every 6 active employees now have Base coverage.

% of Active Employees Choosing Base Coverage (HDHP)

Year Months Legacy Employees Horizon Employees  All Employees
CY05 1-12 0.1% N/A 0.1%
CY06 1-12 0.3% 20.0% 1.1%
CY0o7 1-12 0.5% 18.4% 27%
CY08 1-12 0.6% 15.4% 3.3%
CYO09 1-12 0.6% 13.2% 3.5%
CY10 1-12 0.6% 11.8% 3.6%
CY11 1-12 1.9% 14.7% 57%
CY12 1-12 2.5% 16.9% 7.3%
CY13 1-12 3.2% 18.8% 9.0%
CY14 1-12 3.8% 20.5% 10.7%
CY15 1-12 4.4% 22.0% 12.3%
CY16 1-12 4.4% 20.7% 12.3%
CY17 1-12 4.5% 19.8% 12.3%
CY18 1-12 4.7% 19.5% 12.7%
CY19 1-12 5.0% 19.6% 13.3%
CY20 1-12 5.3% 19.6% 13.8%
CY21 1-12 5.7% 20.4% 14.9%
CY22 1-06 6.3% 21.8% 16.3%
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Year

CY06

Cyo7

Cyo08

Cy09

Cy10

Ccy11

Cy12

CY13

Cy14

CY15

CY16

CY17

CY18

CY19

CY20

CcY21

CY22

Months

1-12

1-12

HEALTH PLAN ENROLLMENT (Continued)

Analysis of Average Active Employee Enroliment

Legacy Employees

Horizon Employees

Percent of Total

Select

112,298
99.7%

104,627
99.5%

98,928
99.4%

94,170
99.4%

88,5610
99.4%

81,000
98.1%

75,430
97.5%

70,029
96.8%

64,940
96.2%

60,401
95.6%

56,629
95.6%

52,784
95.5%

49,014
95.3%

45,781
95.0%

42,628
94.7%

39,002
94.3%

35,855
93.7%
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Base

365

0.3%

561
0.5%

627
0.6%

600
0.6%

570
0.6%

1,544
1.9%

1,900
2.5%

2,289
3.2%

2,630
3.8%

2,755
4.4%

2,588
4.4%

2,474
4.5%

2,419
4.7%

2,415
5.0%

2,366
5.3%

2,383
5.7%

2,412
6.3%

Total

112,663

100.0%

105,188
100.0%

99,655
100.0%

94,770
100.0%

89,080
100.0%

82,544
100.0%

77,329
100.0%

72,318
100.0%

67,471
100.0%

63,156
100.0%

59,217
100.0%

55,259
100.0%

51,433
100.0%

48,196
100.0%

44,994
100.0%

41,474
100.0%

38,266
100.0%
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Select

3,927

80.0%

11,730
81.6%

18,849
84.6%

24,740
86.8%

28,531
88.2%

30,182
85.3%

32,938
83.1%

35,373
81.2%

37,887
79.5%

40,348
78.0%

44,023
79.3%

46,559
80.2%

48,711
80.5%

51,345
80.4%

53,287
80.4%

54,027
79.6%

54,431
78.2%

Base

981

20.0%

2,646
18.4%

3,423
15.4%

3,762
13.2%

3,821
11.8%

5,208
14.7%

6,676
16.9%

8,183
18.8%

9,799
20.5%

11,375
22.0%

11,627
20.7%

11,501
19.8%

11,806
19.5%

12,615
19.6%

12,996
19.6%

13,880
20.4%

15,167
21.8%

Total

4,908

100.0%

14,376
100.0%

22,272
100.0%

28,501
100.0%

32,352
100.0%

35,300
100.0%

39,613
100.0%

43,556
100.0%

47,686
100.0%

51,722
100.0%

65,550
100.0%

58,060
100.0%

60,516
100.0%

63,860
100.0%

66,283
100.0%

67,908
100.0%

69,598
100.0%

Legacy Horizon

95.8%

88.0%

81.7%

76.9%

73.4%

70.0%

66.1%

62.4%

58.6%

55.0%

51.6%

48.8%

45.9%

43.0%

40.4%

37.9%

35.5%

4.2%

12.0%

18.3%

23.1%

26.6%

30.0%

33.9%

37.6%

41.4%

45.0%

48.4%

51.2%

54.1%

57.0%

59.6%

62.1%

64.5%



HEALTH PLAN ENROLLMENT (Continued)

Expected Growth in Horizon Employees as a % of Total Employees

As older employees retire or otherwise leave employment, and they are replaced by employees
who were first hired by the State on or after January 1, 2008, the proportion of employees who are
Horizon employees grows. Over the last 12 months, the percentage of employees who were
Horizon employees grew from 63.2% on 12/31/21 to 65.6% on 12/31/22, which is an average
monthly increase of about 0.20%.

If the percentage of employees who are Horizon employees were to continue to grow by an average
of 0.20% per month, the Horizon proportion would grow to about 67.9% on 12/31/23, to 70.3% on
12/31/24, and to 72.7% on 12/31/25. Under that assumption, the average annual Horizon
enroliment proportion would grow from 64.5% in CY22 to 66.9% in CY23, to 69.2% in CY24, and
to 71.6% in CY25.

Historical Enroliment Growth by Premium Class

Following is a summary of the average enrollment, by premium class, for CY22 together with the
enrollment growth rates within each class for the last 5 years.

Employee Enroliment Growth by Premium Class
Average
Employee
Enroliment Growth Rates Enrollment *
CY18 CY19 CY20 CY21 CY22 CY22

Employee (Active & COBRA) -11% 00% -07% -1.7% -1.4% 108,591
Spouse Only (Active & COBRA) 09% -12% -09% -22% -3.5% 3,788
Full Family (Active & COBRA) 64% 28% 15% 04% -1.3% 5,681
Children Only (All Classes) 55% 64% 49% 19% 04% 8,701
Child Only (All classes) 38% 13% 15% -12% -1.3% 10,822
Disabled Retiree - Non Medicare -5.8% -32% -201% -16.1% -9.9% 96
Retired Employee - Non Medicare 22% -26% -27% -15% -21% 7611
Retiree Spouse Only - Non Medicare -51% -36% -47% -47% -31% 961
Retiree Family - Non Medicare 03% 08% 56% 41% 4.8% 236
Retiree Family - 1 on Medicare 23% 72% -21% 82% -6.5% 62
Retiree Spouse Only - Medicare 12% 17% 03% -05% -0.8% 2,830
Retired Employee - Medicare ** 36% 34% 27% 13% 1.7% 18,194
* Refars to employee counts only, i.e., does not include dependents.
** Includes disabled retirees eligible for Medicare.
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HEALTH INSURANCE EXPERIENCE

Premiums versus Claims

Health insurance premiums are estimated to have exceeded health insurance claims (prior to
administrative expenses but after drug rebates) by about $9.15 million during CY22. Following is
a summary comparison for the last several years. Note that the amounts shown for incurred claims
for prior years are based upon a retroactive review of health insurance claims liabilities based on

actual incurred claims.

Premium versus Claims Incurred (in Millions)
CY18 CY19 CY20 Cy21 Cy22
Health Premiums $722.4 $747.4 $767.8 $777.5 $810.8
Health Claims Incurred $733.5 $765.7 $767.6 $801.9 $801.7
Loss Ratio (Claims/Premium) 101.5% 1024% 100.0% 103.1% 98.9%

Based on current claim liability estimates, incurred claims (net of subrogation receipts, claim
refunds, and pharmacy rebates) remained relatively unchanged in CY22, down slightly from $801.9

miltion in CY21 to $801.7 million in CY22.

Premiums versus Claims by Premium Class (Select & Base Coverage Combined)

CY22 paid loss ratios for the Plan as a whole appear in the Table on the following page and are

summarized for the major premium classes in the table below:

CY22 PAID LOSS RATIOS
SELECT AND BASE COVERAGE COMBINED:

LEGACY AND HORIZON EMPLOYEES

Prior to Plan Expenses, but Includes Allocated Drug Rebates

Monthly Monthly Paid
Average Paid Loss
Premium Losses Ratio
Active (& COBRA) Employees $440 $400 91%
Active (& COBRA) Dependents
Spouse Only $504 $703 140%
Full Family $740 $861 116%
Child Only * $170 $226 133%
Children Only* $353 $428 121%
Early Retiree (Disabled) $507 $2,709 535%
Early Retiree (Non-Disabled) $498 $670 134%
Spouse Only $594 $712 120%
Full Family $862 $695 81%
Medicare Retirees & Spouse Only (Medicare)** $201 $199 99%

*

** Includes disabled retirees eligible for Medicare.
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HEALTH INSURANCE EXPERIENCE (Continued)

ACTUAL CY22 PAID LOSS RATIOS BY PREMIUM CLASS (INCLUDES DRUG CARD REBATES)

SELECT AND BASE COVERAGE COMBINED: LEGACY AND HORIZON EMPLOYEES

AVERAGE COUNT
Employee

Spouse (Regular)
Spouse (Medicare)
Family (Regular)

Child Only

Children Only

Family (1 on Medicare)

PREMIUM (in millions)
Employee

Spouse (Regular)
Spouse (Medicare)
Family (Regular)

Child Only

Children Only

Family (1 on Medicare)
Total

CLAIMS (in millions)
Employee

Spouse (Regular)
Spouse (Medicare)
Family (Regular)

Child Only

Children Only

Family (1 on Medicare)
Total

AVERAGE PREMIUM RATE, CY22
Employee

Spouse (Regular)

Spouse (Medicare)

Family (Regular)

Child Only

Children Only

Family (1 on Medicare)

LOSS RATIO
Employee

Spouse (Regular)
Spouse (Medicare)
Family (Regular)

Child Only

Children Only

Family (1 on Medicare)
Total

* Totals may not agree due to rounding.

Active
Employee

107,962
3,753

0

5,528
10,324
8,545

0

570.5
227
0.0
49.1
21.0
36.2
0.0
699.5

509.3
31.8
0.0
57.0
26.9
43.2
0.0
668.3

440.35
503.93

N/A
739.84
169.40
353.09

N/A

89%
140%
N/A
116%
128%
119%
N/A
96%

COBRA Early Early
Employee Retiree Retiree
Disabled

629 7,611 96
34 637 4

0 218 3

53 200 2

48 321 6

39 101 1

0 24 0

3.4 455 0.6
0.2 4.5 0.0
0.0 0.5 0.0
0.5 2.1 0.0
0.1 0.7 0.0
0.2 0.4 0.0
0.0 0.1 0.0
4.4 53.9 0.7
11.9 61.2 3.1
0.2 5.2 0.0
0.0 0.6 0.0
06 1.7 0.0
0.4 1.4 0.0
0.2 0.9 0.0
0.0 0.2 0.0
133 71.1 3.2
454 .42 498.48 506.55
514.46 591.73 590.00
N/A 201.00 201.00
752.48 860.79 862.00
170.66 179.05 180.00
356.22 360.20 361.00
N/A 381.00 N/A
346% 134% 535%
97% 114% 33%
N/A 107% 21%
129% 83% 22%
377% 210% 187%
138% 198% 9%
N/A 177% N/A
303% 132% 484%

Does not include administrative expenses.

Medicare
Retiree

18,194
320
2,610
34

124
15

37

43.9
2.3
6.3
0.4
0.3
0.1
0.2

53.3

43.9
3.0
5.8
0.2
0.6
0.4
0.4

54.3

201.00
599.70
201.00
868.56
180.00
361.00
381.00

100%
132%

MN%

68%
233%
553%
214%
102%

Total*

134,493
4,749
2,830
5,817

10,822
8,701
62

663.9
29.8
6.8
52.0
221
36.9
0.3
811.7

629.4
40.2
6.3
59.6
29.4
447
0.6
810.2

95%
135%

93%
115%
133%
121%
199%
100%
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HEALTH INSURANCE EXPERIENCE (Continued)

Premiums versus Claims by Premium Class (Select versus Base Coverage)

Paid loss ratios are summarized in the table below for active employees only and appear in detail
for all premium classes in the Tables on the next 4 pages for the following subsets:

Legacy Employees — Select Coverage
Legacy Employees — Base Coverage
Horizon Employees — Select Coverage
Horizon Employees — Base Coverage

CY22 PAID LOSS RATIOS
ACTIVE EMPLOYEES ONLY
Prior to Plan Expenses, but Includes Allocated Drug Rebates
Average Monthly Monthly Paid CYy22
Number of Average Paid Loss Average
Employees Premium Losses Ratio Age
Legacy Employees
Select 35,864 $432 $500 116% 522
Base (HDHP) 2,413 $412 $319 77% 50.4
Horizon Employees
Select 54,500 $455 $380 84% 40.8
Base (HDHP) 15,185 $412 $200 49% 37.8
All Employees
Base & Select 107,962 $440 $393 89% 445
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HEALTH INSURANCE EXPERIENCE (Continued)

ACTUAL CY22 PAID LOSS RATIOS BY PREMIUM CLASS (INCLUDES DRUG CARD REBATES)
SELECT COVERAGE: LEGACY EMPLOYEES
Active COBRA Early Early Medicare
Employee = Employee Retiree Retiree Retiree Total*
Disabled

AVERAGE COUNT
Employee 35,864 162 7,414 91 17,897 61,418
Spouse (Regular) 1,633 10 615 4 307 2,569
Spouse (Medicare) 0 0 214 3 2,574 2,791
Family (Regular) 1,979 12 193 2 33 2,218
Child Only 3,402 12 313 5 119 3,851
Children Only 3,048 9 96 1 15 3,169
Family (1 on Medicare) 0 0 23 0 37 61
PREMIUM (in millions)
Employee 185.9 0.8 44 1 0.5 43.2 2746
Spouse (Regular) 10.1 0.1 4.4 0.0 2.2 16.7
Spouse (Medicare) 0.0 0.0 0.5 0.0 6.2 6.7
Family (Regular) 17.8 0.1 2.0 0.0 0.3 20.2
Child Only 7.3 0.0 0.7 0.0 0.3 8.3
Children Only 13.2 0.0 0.4 0.0 0.1 13.7
Family (1 on Medicare) 0.0 0.0 0.1 0.0 0.2 0.3
Total 234.3 1.0 52.2 0.6 52.4 340.5
CLAIMS (in millions)
Employee 2151 31 59.3 3.0 43.2 323.6
Spouse (Regular) 16.8 0.0 5.1 0.0 27 247
Spouse (Medicare) 0.0 0.0 0.5 0.0 57 6.3
Family (Regular) 27.0 0.1 17 0.0 0.2 29.0
Child Only 8.5 0.0 14 0.0 0.6 10.6
Children Only 17.3 0.0 0.8 0.0 0.4 18.6
Family (1 on Medicare) 0.0 0.0 0.2 0.0 0.4 0.5
Total 2847 3.2 69.0 3.0 53.2 413.2
AVERAGE PREMIUM RATE, CY22
Employee 432.00 441.83 496,00 496.00 201.00
Spouse (Regular) 513.00 523.00 590.00 590.00 590.00
Spouse (Medicare) N/A N/A 201.00 201.00 201.00
Family (Regular) 749.00 764.00 862.00 862.00 862.00
Child Only 180.00 184.00 180.00 180.00 180.00
Children Only 361.00 368.00 361.00 361.00 361.00
Family (1 on Medicare) N/A N/A 381.00 N/A 381.00
LOSS RATIO
Employee 116% 385% 134% 551% 100% 118%
Spouse (Regular) 167% 47% 118% 33% 125% 148%
Spouse (Medicare) N/A N/A 107% 21% 92% 93%
Family (Regular) 152% 60% 83% 22% 71% 143%
Child Only 116% 38% 212% 98% 237% 127%
Children Only 131% 101% 203% 9% 553% 135%
Family (1 on Medicare) N/A N/A 171% N/A 214% 197%
Total 122% 311% 132% 495% 102% 121%
* Totals may not agree due to rounding. Does not include plan expenses.

CY22 Actuarial Report

21




HEALTH INSURANCE EXPERIENCE (Continued)

ACTUAL CY22 PAID LOSS RATIOS BY PREMIUM CLASS (INCLUDES DRUG CARD REBATES)

* Totals may not agree due to rounding.

Does not include administrative expenses.

BASE COVERAGE: LEGACY EMPLOYEES
Active COBRA Early Early Medicare
Employee = Employee Retiree Retiree Retiree Total*
Disabled

AVERAGE COUNT
Employee 2,413 " 121 2 0 2,546
Spouse (Regular) 110 0 14 0 0 124
Spouse (Medicare) 0 0 0 0 0 0
Family (Regular) 161 0 5 0 0 167
Child Only 301 3 7 0 0 31
Children Only 215 0 5 0 0 219
Family (1 on Medicare) 0 0 0 0 0 0
PREMIUM (in millions)
Employee 11.9 01 0.7 0.0 0.0 12,7
Spouse (Regular) 0.6 0.0 0.1 0.0 0.0 0.7
Spouse (Medicare) 0.0 0.0 0.0 0.0 0.0 0.0
Family (Regular) 1.3 0.0 0.1 0.0 0.0 1.4
Child Only 0.4 0.0 0.0 0.0 0.0 0.4
Children Only 0.8 0.0 0.0 0.0 0.0 0.8
Family (1 on Medicare) 0.0 0.0 0.0 0.0 0.0 0.0
Total 15.0 0.1 0.9 0.0 0.0 16.0
CLAIMS (in millions)
Employee 9.2 0.0 1.3 0.1 0.0 10.6
Spouse (Regular) 0.8 0.0 0.0 0.0 0.0 0.8
Spouse (Medicare) 0.0 0.0 0.0 0.0 0.0 0.0
Family (Reguiar) 0.7 0.0 0.1 0.0 0.0 0.8
Child Only 0.4 0.0 0.0 0.0 0.0 0.4
Children Only 0.6 0.0 0.0 0.0 0.0 0.6
Family (1 on Medicare) 0.0 0.0 0.0 0.0 0.0 0.0
Total 11.8 0.0 1.4 0.1 0.0 13.3
AVERAGE PREMIUM RATE, CY22
Employee 412.00 420.00 473.00 473.00 N/A
Spouse (Regular) 451.00 460.00 519.00 N/A N/A
Spouse (Medicare) N/A N/A N/A N/A N/A
Family (Regular) 687.00 N/A 790.00 N/A N/A
Child Only 117.00 119.00 135.00 N/A N/A
Children Only 299.00 N/A 343.00 N/A N/A
Family (1 on Medicare) N/A N/A N/A N/A N/A
LOSS RATIO
Employee 77% 28% 191% 538% N/A 84%
Spouse (Regular) 135% 318% 11% N/A N/A 119%
Spouse (Medicare) N/A N/A N/A N/A N/A N/A
Family (Regular) 55% N/A 105% N/A N/A 57%
Child Only 94% 329% 56% N/A N/A 95%
Children Only 79% N/A 134% N/A N/A 82%
Family (1 on Medicare) N/A N/A N/A N/A N/A N/A
Total 78% 78% 165% 538% N/A 83%
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HEALTH INSURANCE EXPERIENCE (Continued)

ACTUAL CY22 PAID LOSS RATIOS BY PREMIUM CLASS (INCLUDES DRUG CARD REBATES)
SELECT COVERAGE: HORIZON EMPLOYEES
Active COBRA Early Early Medicare
Employee  Employee Retiree Retiree Retiree Total*
Disabled

AVERAGE COUNT
Employee 54,500 393 73 4 297 55,266
Spouse (Regular) 1,671 20 9 0 13 1,613
Spouse (Medicare) 0 0 4 0 35 39
Family (Regular) 2,733 31 1 0 2 2,766
Child Only 5,185 27 1 1 5 5,219
Children Only 4,406 22 1 0 0 4,429
Family (1 on Medicare) 0 0 1 0 0 1
PREMIUM (in millions)
Employee 297.6 2.2 0.7 0.0 0.7 301.2
Spouse (Regular) 9.7 0.1 0.1 0.0 0.1 10.0
Spouse (Medicare) 0.0 0.0 0.0 0.0 0.1 0.1
Family (Regular) 24.6 0.3 0.0 0.0 0.0 24.9
Child Only 11.2 0.1 0.0 0.0 0.0 11.3
Children Only 191 0.1 0.0 0.0 0.0 19.2
Family (1 on Medicare) 0.0 0.0 0.0 0.0 0.0 0.0
Total 362.1 28 0.8 0.0 1.0 366.7
CLAIMS (in millions)
Employee 2485 7.9 0.6 0.1 0.7 257.8
Spouse (Regular) 12.5 0.1 0.0 0.0 0.3 13.0
Spouse (Medicare) 0.0 0.0 0.0 0.0 0.1 0.1
Family (Regular) 25.0 0.3 0.0 0.0 0.0 253
Child Only 14.5 0.3 0.0 0.0 0.0 14.9
Children Only 21.7 0.1 0.0 0.0 0.0 21.8
Family (1 on Medicare) 0.0 0.0 0.0 0.0 0.0 0.0
Total 3222 8.8 0.6 0.1 1.1 332.9
AVERAGE PREMIUM RATE, CY22
Employee 455.00 466.36 783.00 783.00 201.00
Spouse (Regular) 513.00 523.00 832.00 N/A 832.00
Spouse (Medicare) N/A N/A 201.00 N/A 201.00
Family (Regular) 749.00 764.00 1011.00 N/A 1011.00
Child Only 180.00 183.00 180.00 180.00 180.00
Children Only 361.00 369.98 361.00 N/A N/A
Family (1 on Medicare) N/A N/A 381.00 N/A N/A
LOSS RATIO
Employee 84% 360% 84% 267% 99% 86%
Spouse (Regular) 129% 114% 38% N/A 260% 130%
Spouse (Medicare) N/A N/A 107% N/A 66% 70%
Family (Regular) 102% 111% 34% N/A 27% 102%
Child Oniy 130% 553% 180% 603% 134% 132%
Children Only 114% 128% 0% N/A N/A 114%
Family (1 on Medicare) N/A N/A 305% N/A N/A 305%
Total 89% 319% 80% 287% 117% 91%
* Totals may not agree due to rounding. Does not include plan expenses.
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HEALTH INSURANCE EXPERIENCE (Continued)

ACTUAL CY22 PAID LOSS RATIOS BY PREMIUM CLASS (INCLUDES DRUG CARD REBATES)
BASE COVERAGE: HORIZON EMPLOYEES
Active COBRA Early Early Medicare
Employee  Employee Retiree Retiree Retiree Total*
Disabled

AVERAGE COUNT
Employee 15,185 74 3 0 0 15,262
Spouse (Regular) 439 4 0 0 0 443
Spouse (Medicare) 0 0 0 0 0 0
Family (Regular) 656 9 0 0 0 665
Child Only 1,435 6 0 0 0 1,442
Children Only 876 8 0 0 0 884
Family (1 on Medicare) 0 0 0 0 0 0
PREMIUM (in millions)
Employee 751 0.4 0.0 0.0 0.0 75.5
Spouse (Regular) 24 0.0 0.0 0.0 0.0 2.4
Spouse (Medicare) 0.0 0.0 0.0 0.0 0.0 0.0
Family (Regular) 54 0.1 0.0 0.0 0.0 5.5
Child Only 2.0 0.0 0.0 0.0 0.0 2.0
Children Only 3.1 0.0 0.0 0.0 0.0 3.2
Family (1 on Medicare) 0.0 0.0 0.0 0.0 0.0 0.0
Total 88.0 0.5 0.0 0.0 0.0 88.6
CLAIMS (in millions)
Employee 36.5 0.8 0.0 0.0 0.0 373
Spouse (Regular) 17 0.0 0.0 0.0 0.0 1.7
Spouse (Medicare) 0.0 0.0 0.0 0.0 0.0 0.0
Family (Regular) 4.3 0.2 0.0 0.0 0.0 4.5
Child Only 3.5 0.0 0.0 0.0 0.0 3.5
Children Only 3.6 0.1 0.0 0.0 0.0 3.7
Family (1 on Medicare) 0.0 0.0 0.0 0.0 0.0 0.0
Total 49.6 1.2 0.0 0.0 0.0 50.7
AVERAGE PREMIUM RATE, CY22
Employee 412.00 421.78 757.00 N/A N/A
Spouse (Regular) 451.00 460.00 N/A N/A N/A
Spouse (Medicare) N/A N/A N/A N/A N/A
Family (Regular) 687.00 700.00 N/A N/A N/A
Child Only 117.00 119.00 N/A N/A N/A
Children Only 299.00 305.00 N/A N/A N/A
Family (1 on Medicare) N/A N/A N/A N/A N/A
LOSS RATIO
Employee 49% 226% 32% N/A N/A 49%
Spouse (Regular) 1% 114% N/A N/A N/A 71%
Spouse (Medicare) N/A N/A N/A N/A N/A N/A
Family (Regular) 79% 289% N/A N/A N/A 82%
Child Only 174% 227% N/A N/A N/A 175%
Children Only 115% 183% N/A N/A N/A 116%
Family (1 on Medicare) N/A N/A N/A N/A N/A N/A
Total 56% 228% 31% N/A N/A 57%
* Totals may not agree due to rounding. Does not include plan expenses.
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HEALTH INSURANCE EXPERIENCE (Continued)

Wellness/Preventive Benefit Costs

Following is a summary of the adult and child wellness benefits (medical benefits only) incurred in
CY11 thru CY21:
Wellness Benefits Incurred (in Millions)
Medical Benefits Only (i.e., not Including Drugs)

Adults % Change Children % Change Total % Change
CcY11 $27.1 7% $6.7 0% $33.8 5%
CY12 $29.7 10% $7.7 14% $37.4 10%
CY13 $32.1 8% $7.7 1% $39.8 7%
CcY14 $33.0 3% $8.3 7% $41.2 4%
CY15 $33.4 1% $8.4 1% $41.8 1%
CcY16 $31.3 -6% $9.4 12% $40.7 -3%
cY17 $29.6 -6% $9.6 3% $39.2 -4%
CcY18 $30.4 3% $10.2 6% $40.5 3%
CcY19 $32.0 6% $10.7 5% $42.7 5%
CY20 $28.2 -12% $10.5 -1% $38.8 -9%
cy21 $30.1 7% $10.7 1% $40.8 5%

Weliness benefits incurred in CY22 are not yet complete. Following is a comparison of the adult
and child wellness benefits incurred in the 13t nine months of CY18 thru CY22 that were paid by
the end of each respective calendar year.

Wellness Benefits Incurred (January thru September)

Incurred Paid Percent Percent Percent
Mos 1-9 By Adults Change Children Change Total Change
CY18 12/31/18 $21,143,933 $7,436,863 $28,580,795

cY19 12/31119 $22,740,297 8% $7,890,740 6% $30,631,038 7%
CY20 12/31/20 $19,188,027 -16% $7,866,531 0% $27,054,558 -12%
cy21 12/131/21 $21,176,938 -T% $7,994,434 1% $29,171,372 -5%
CcY22 12/31/22 $23,089,645 20% $8,002,472 2% $31,092,117 15%

CY22 Actuarial Report 25



HEALTH INSURANCE EXPERIENCE (Continued)

Claims Cost per Member and Trend Rates for Non-Drug Claims

The Table below shows — for non-drug claims — average costs per member per month for medical
claims, as well as the resulting trend rates. Results are separated for members who have regular
coverage, i.e., for whom the Plan is primary, versus those who have Medicare as primary coverage.

The Table below also shows the extent to which claims costs are complete, by period. For periods
which have completion factors well less than 100%, the claims costs shown are heavily dependent
on current estimates of the liability for outstanding claims. Therefore, the claims costs and trend
rates for those periods should be considered as estimates.

It is useful to review the trends from year-to-year on a calendar year basis because most major
Plan benefit and operational changes occur on a calendar year basis. For example,
¢ InCY11, the negative trend rates were the result of the significant benefit changes in CY11
— primarily the increase in the Plan's deductibles.
¢ In CY14, the significant negative trend rate was primarily the result of the improvements in
network pricing and participation, particularly with respect to out-of-state claims. As of
January 1, 2014, the Plan began to participate in the Blue Card Network for out-of-state
claims.
e In CY16, the Plan implemented the PCP copay feature on Select coverage. During that
feature's development, it was estimated that non-drug claims would increase about 2.5%
due to that Plan change.

Actions taken in response to COVID-19 significantly reduced medical (non-drug) claims costs
during the spring of 2020. As delayed services were subsequently provided, and direct costs
associated with COVID-19 were incurred, claims costs increased. All of these effects influenced
the trend rates in CY20, CY21, and CY22.

Benefit changes were implemented in CY21 and CY22 that were projected to reduce non-drug
benefits by about $15.6 million in CY21 and another $7.0 million in CY22. If those changes had
not been made — and using those savings assumptions — the claims in CY22 would have been
about $22.6 million higher, and the claims costs per member would have been about $278.66 in
CY22. Compared to the claims rate of $262.95 that was experienced 3 years ago in CY19 (the last
complete year prior to the COVID-19 pandemic), a claims rate of $278.66 in CY22 is consistent
with a trend rate of 2% per year for 3 years.

Growth in Incurred Claims per Member - NON DRUG

Plan Primary Medicare Primary

Percent Annual Percent Annual
Complete PMPM Trend Complete PMPM Trend

CY10 100.0% $264.95 4.5% 100.0% $150.02 2.0%
CY11 100.0%  $249.12 -6.0% 100.0% $147.50 -1.7%
CY12 100.0% $256.90 3.1% 100.0% $147.48 0.0%
CY13 100.0%  $268.11 4.4% 100.0% $151.69 2.8%
CY14 100.0% $239.34 -10.7% 100.0% $146.18 -3.6%
CY15 100.0% $239.80 0.2% 100.0% $151.13 3.4%
CY16 100.0% $253.39 5.7% 100.0% $152.43 0.9%
cY17 100.0% $252.60 -0.3% 100.0% $159.72 4.8%
CY18 100.0%  $254.94 0.9% 100.0% $161.98 1.4%
CY19 100.0% $262.95 3.1% 100.0% $168.37 3.9%
CY20 99.9%  $259.13 -1.5% 100.0% $160.94 -4.4%
Ccy21 99.8% $274.76 6.0% 100.0% $185.82 15.5%
CY22* 86.2% $267.63 -2.6% 89.4% $197.88 6.5%

* Based on estimates of outstanding claims.
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HEALTH INSURANCE EXPERIENCE (Continued)

CVS Caremark / Value Formulary

The Plan changed pharmacy benefit managers on 1/1/21 to CVS Caremark from Prime
Therapeutics. The Plan changed to the CVS Caremark Value Formulary on 7/1/22,

Description of Plan Benefits for Prescription Drugs

Following is a summary of the drug benefits applicable to Select coverage for the last several
years:

Description of Prescription Drug Benefits for Select Coverage

CALENDAR YEARS: 2010 2014 2018 2020 07/01/22
2013 2017 2019  06/30/22

DEDUCTIBLE $75 $75 $75 $75 $75
COPAYS
Generic (Tier 1) $12 $12 $12 $12 $12
Generic (Tier 2) $30 *
Preferred $40 $45 $45 $45 $45
Non Preferred $65 $70 $100 $100 *
Specialty $65 $70 $100 $100 $100
* Not applicable under the Value Formulary.

Drug benefits under Base coverage (High Deductible Health Plan) are also subject to the above
copays. Beginning in 2017, certain preventive drugs have been covered under Base coverage
subject to the $75 drug deductible; otherwise, drugs under Base coverage are subject to a
combined medical and drug deductible, not a separate drug deductible.

Effective 1/1/06, Medicare eligible retirees no longer were eligible for drug benefits under the Plan
since they were eligible for Medicare Part D drug coverage.

Drug Cost Trends for the Last 10 Years

Drug Benefit Costs, per Member per Month

Year over Year Increase Rates

Gross Drug Net Drug Gross Drug Net Drug
Benefits* Rebates Benefits* Benefits* Rebates Benefits*

CY12 $61.50 $4.79 $50.45
CY13 $71.02 $4.75 $66.26 15.5% -0.9% 31.3%
CY14 $78.29 $6.34 $71.96 10.2% 33.4% 8.6%
CY15 $87.04 $7.01 $80.03 11.2% 10.6% 11.2%
CY16 $92.23 $16.75 $75.49 6.0% 138.8% -5.7%
CY17 $97.90 $20.10 $77.81 6.1% 20.0% 3.1%
CY18 $104.70 $23.73 $80.97 6.9% 18.1% 41%
CY19 $115.10 $30.93 $84.17 9.9% 30.4% 4.0%
CY20 $124.62 $35.62 $89.00 8.3% 15.2% 5.7%
cy21' $145.81 $55.55 $90.25 17.0% 56.0% 1.4%
Ccy22% $165.87 $65.16 $100.71 13.8% 17.3% 11.6%

(1) Costs in CY21 are net of performance guarantees related fo pricing.
(2) Costs in CY22 are net of estimated rebates & performance guarantees related to pricing.
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HEALTH INSURANCE EXPERIENCE (Continued)

Drug Claims Incurred in CY22

Gross Drug Claims — Drug claims incurred by Plan members are paid by CVS Caremark and are
billed to the Plan on a weekly basis. Prior to rebates — and prior to payments received by the Plan
for performance guarantees related to drug pricing — gross drug claims incurred increased from
$309 million in CY21 to $345 million in CY22, an increase of about 11.6%.

Drug Claim Rebates — The Plan receives quarterly rebate payments in conjunction with contracts
in place between CVS Caremark and various drug manufacturers. Excluding rebate payments from
BCBS associated with medical claims, and based on current estimates of rebates receivable,
rebates incurred are estimated to have increased from $115.3 million in CY21 to $133.5 million in
CY22, an increase of about 15.8%.

Performance Guarantee Payments — The contract between the Plan and CVS Caremark includes
an annual performance guarantee related to drug pricing. The Plan receives an analysis of
preliminary results following the end of each quarter, and a final cumulative annual analysis and
settlement after the end of the calendar year. The Plan received a payment of $6.2 million from
CVS Caremark in June 2022 related to the pricing performance guarantee for CY21 and expects
to receive a payment in a few weeks of about $4.9 million related to the guarantee for CY22.

Net Drug Claims Incurred in CY22 — After estimated incurred rebates and net of the performance
guarantee payments, net drug claims increased from $187.3 million in CY21 to $206.46 million in
CY22, an increase of 10.2%, (On a PMPM basis, this represented an increase of about 11.6%.)

CVS Caremark “Value Formulary” Implemented as of 7/1/22 — In response to ever-increasing
drug benefit costs, the Plan switched to the more restrictive CVS Caremark Value Formulary as of
7/1/22. Semi-annual results for CY21 and CY22 are shown in the table below to show the effect
on cost increases following this change.

Prior to the switch to the Value formulary, net drug costs in the first half of CY22 increased by
18.9% versus the first half of CY21. After the switch to the Value Formulary, net drug costs in the
2 half of CY22 increased by just 2.6% versus the 2" half of CY21. (On a PMPM basis, this
represented an increase of about 4.0% in the 27 half of CY22.)

Implementation on 7/1/22 of the Value Formulary
Effect on Semi-Annual Drug Benefit Costs Incurred in CY22 vs CY21

in Millions
Year over Year Increase
Gross Drug Net Gross Drug Net
Costs*  Rebates Costs* Costs* Rebates Costs”
C211H $140.9 ($54.1) $86.8
C212H $161.8 ($61.2) $100.6
C21 Total $302.7 ($115.3) $187.4
C22 1H $173.0 ($69.8) $103.2 22.8% 29.2% 18.9%
c222H" $166.9 ($63.7)  $103.2 3.2% 4.0%  2.6%
C22 Total $339.9 ($133.5) $206.4 123% 15.8% 10.2%

* Net of actual CY21 and projected CY22 pricing adjustments.
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HEALTH INSURANCE EXPERIENCE (Continued)

Analysis of Incurred Medical and Drug Claims Costs by Premium Class

Following is an analysis of incurred claims for the last 5 years. This analysis includes both drug
and non-drug claims, including an allocation of drug rebates to each class in proportion to incurred
drug claims.

For all classes, this analysis relied on paid data by incurred month and the application of completion
factors. This analysis does not include Plan expenses.

As indicated by the ratios of costs by premium class to the active employee cost, the costs by
premium class bear a reasonably close relationship from year-to-year.

Analysis of Incurred Claims Costs by Premium Class

Ccy18 CcY19 CY20 CY21 CcY22*

Monthly Cost

Employee $347 $367 $376 $402 $402
Spouse Only $682 $658 $646 $626 $637
Full Family $807 $757 $768 $820 $826
Children Only $318 $382 $359 $383 $405
Child Only $209 $203 $211 $214 $215
Disabled Retiree $3,310 $3,043 $3,203 $2,331 $2,760
Early Retiree $658 $685 $657 $650 $686
Retiree Spouse (Non-Medicare) $759 $663 $629 $563 $669

Retiree/Spouse Combined (Medicare) $164 $170 $162 $187 $199

Annual Rate of Increase

Employee 2% 6% 2% 7% 0%
Spouse Only -5% -3% 2% -3% 2%
Full Family 7% -6% 1% 7% 1%
Children Only -1% 20% -6% 7% 6%
Child Only 5% -3% 4% 1% 1%
Disabled Retiree 20% -8% 5% -27% 18%
Early Retiree 3% 4% -4% -1% 5%
Retiree Spouse (Non-Medicare) 33% -13% -5% -11% 19%
Retiree/Spouse Combined (Medicare) 2% 4% -5% 15% 6%
Ratio to Employee Cost

Employee 1.00 1.00 1.00 1.00 1.00
Spouse Only 1.96 1.79 1.72 1.56 1.58
Full Family 2.32 2.06 2.04 2.04 2.05
Children Only 0.92 1.04 0.95 0.95 1.01
Child Only 0.60 0.55 0.56 0.53 0.53
Disabled Retiree 9.53 8.29 8.52 5.80 6.86
Early Retiree 1.89 1.87 175 1.62 1.70
Retiree Spouse (Non-Medicare) 219 1.80 1.67 1.40 1.66
Retiree/Spouse Combined (Medicare) 047 0.46 0.43 0.47 0.49

* Based on estimates of outstanding claims as of 12/31/22.

CY22 Actuarial Report 29



HEALTH INSURANCE EXPERIENCE (Continued)

Retiree & Dependent Rate Subsidies

Historically, premium rates for retirees - and for most active dependent premium classes - have
been set below true actuarial cost. In effect, the State subsidizes those premium classes. The
experience of the Plan in CY22 was separated by premium class in order to evaluate the amount
of those subsidies. In the tables below, Plan expenses were allocated in proportion to the number
of employees and retirees; retiree life insurance was allocated to early retirees, i.e., for retirees for

whom the Plan is Primary; and all interest income was allocated to active employees.

CY22 Plan Subsidy Costs
Expenses
less Other Gain
Premiums Claims Income {Loss)

Active Dependents $128,823,615 ($149,416,468) ($4,440,800)  ($25,033,753)
COBRA Enmployees 4,380,100 (12,802,201) (140,388) ($8,562,489)
Disabled Retirees - Plan Primary 652,257 (3,199,049) (21,435) ($2,568,227)
Retirees - Plan Primary 53,818,287 (71,966,321) (647,550)  ($18,795,584)
Retirees - Medicare Primary 53,279,837 (53,649,943) (4,058,980} ($4,429,086)
Disabled Retirees - Life Insurance - (151,793) - (151,793)
Subtotal - Subsidized Classes $240,954,096  ($291,185,775) ($9,309,253)  ($59,540,932)
Active Employees $569,847,067 ($510,616,697)  ($18,539,723) $40,690,648
Total Plan $810,801,163  ($801,802,471) ($27,848,975)  ($18,850,284)

The table below shows the average monthly subsidy cost (a) per active employee for each active
employee who purchases dependent coverage and (b) per retiree for each retiree who purchases
either retired employee only coverage or both retired employee and dependent coverage. This
table illustrates the extent to which monthly premium rates would have to be increased for those
employee subgroups in order to eliminate the Plan’s subsidy cost. For example, during CY22 an
average of 28,150 active employees (or 26.1% of active employees) covered one or more of their
dependents. The State incurred an average monthly subsidy cost of $74.11 for each of those active
employees. Similarly, the State incurred an average monthly subsidy cost of $205.79 for each
early retiree who was not disabled.

CY22 Plan Subsidy Costs per Active or Retired Employee

Average Total Monthly Subsidy

Employee Plan per Employee
Employee Subgroup Count Subsidy or Retiree
Active Employees with Dependent Coverage 28,150 $25,033,753 $74.11
COBRA Employees 629 $8,562,489 $1,133.88
Disabled Retiree - Plan Primary 96 $2,568,227 $2,227.43
Retirees - Plan Primary 7,611 $18,795,584 $205.79
Retirees - Medicare Primary 18,194 $4,429,086 $20.29
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HEALTH INSURANCE EXPERIENCE (Continued)

Retiree & Dependent Rate Subsidies (Continued)

The table that follows shows the CY22 subsidy costs represented as a cost per active employee.
This table shows that monthly subsidy costs increased the Plan’'s monthly cost per active employee
by $45.96 in CY22.

Effect of Plan Subsidy Costs on Active Employee Premium Rate
cY22
Annual Monthly
Costs Cost per
Active
Employee
Total Active Employee Costs $529,156,419 $408.44
Subsidy Costs for:

COBRA Employees 8,562,489 6.61
Dependents of Active Employees 25,033,753 19.32
Disabled Retirees - Plan Primary 2,568,227 1.98
Retirees - Plan Primary 18,795,584 14.51
Retirees - Medicare Primary 4,429,086 3.42
Disabled Retirees - Life Insurance 161,793 0.12
Subtotal - Subsidy Costs $59,540,932 $45.96
Total Current Year's Costs $588,697,351 $454.40
less Current Costs Funded by Prior Year's Premium (18,850,284) (14.55)
Total Active Employee Premium Current Year $569,847,067 $439.85
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PLAN BENEFIT CHANGES

CY21 Plan Changes

Select Plan Deductible — The medical deductible for Select coverage in CY21 was increased by

$300. This Plan change was expected to reduce Plan costs in CY21 by about $11.6 million.

Coinsurance Maximum — The coinsurance maximums for both Select and Base coverage in CY21
were increased by $500. This Plan change was expected to reduce Plan costs in CY21 by about

$4.0 million.
CY21 SELECT COVERAGE
Separate Medical Plan Separate Drug Plan Combined
Individual
*Individual Individual Individual Out of
Medical *Medical Coinsurance Drug Drug Pocket
Deductible Coinsurance Maximum Deductible Copays Limit
$75 $12/$30/$45/$100
In Network $1,300 20% $3,000 $6,500
Out-of-Network  $2,300 40% $4,000

* PCP Copay Feature (In-Network Only)
PCP office visit charges are not subject to the deductible.
PCP office visit copay: $25 (applies to the evaluation & management charge)
PCP office visits charges other than the evaluation & management charge: 20% coinsurance

Family Medical Deductibles are limited to 2 times the Individual Medical Deductibles.
Family OOP Limits are limited to 2 times the Individual OOP Limits.

CY21 BASE COVERAGE

* Drugs on the HSA Preventive Drug list are subject only to a separate $75 deductible.

Medical Combined

Combined Medical Coinsurance Drug Out-of- Pocket

Deductible* Coinsurance Maximum Copays Limit
Self Only Coverage
In Network $1,800 20% $3,000 $12/$30/$45/$100 $6,500
Out-of-Network $1,800 40% $4,000 $12/$30/$45/$100

Per Each

Family Coverage Family Person
In Network $3,000 20% $5,500 $12/$30/$45/$100 $13,000 $6,500
Out-of-Network $3,000 40% $7,500 $12/$30/$45/$100
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PLAN BENEFIT CHANGES (Continued)

CY22 Plan Changes

Select Plan Deductible — The in network medical deductible for Select coverage for CY22 was
increased by $200. This Plan change was expected to reduce Plan costs in CY22 by about $7
million.

CY22 SELECT COVERAGE

Separate Medical Plan Separate Drug Plan Combined
Individual
*Individual Individual Individual Out of
Medical *Medical Coinsurance Drug Drug Pocket
Deductible Coinsurance Maximum Deductible Copays Limit
$75 $12/$30/$45/$100
In Network $1,500 20% $3,000 $6,500
Out-of-Network  $2,300 40% $4,000

* PCP Copay Feature (In-Network Only)
PCP office visit charges are not subject to the deductible.
PCP office visit copay: $25 (applies to the evaluation & management charge)
PCP office visits charges other than the evaluation & management charge: 20% coinsurance

Family Medical Deductibles are limited to 2 times the Individual Medical Deductibles.
Family OOP Limits are limited to 2 times the Individual OOP Limits.

Implementation on 7/1/22 of the CVS Caremark “Value” Formulary — At its 2/23/22 meeting,
the Board approved the implementation of a formulary for prescription drugs based on the CVS
Caremark "Value" Formulary. Based on an analysis provided by CVS Caremark, the “Value’
Formulary is expected to reduce annual drug costs by about $18.3 million.
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HISTORICAL HEALTH INSURANCE RATE INCREASES

Summary of Active Employee Rate Increases from 1986 through January 2023

Year Increase Effective Date
1986 0%
1987 0%
1988 0%
1989 6% July 1, 1989
1990 10% July 1, 1990
1991 20% July 1, 1991
1992 25% February 1, 1992
1993 5% July 1, 1993
1994 0%
1995 0%
1996 0%
1997 10% July 1, 1997
1998 4.5% July 1, 1998 (10% State Plan, 0% School Plan)
1999 9% July 1, 1999 (3% State Plan, 14% School Plan)
2000 3% January 1, 2000
12% July 1, 2000
2001 6% July 1, 2001
2002 7% July 1, 2002
2003 4% July 1, 2003
2004 23% July 1, 2004
2005 9% July 1, 2005
2006 11% July 1, 2006
2007 5% July 1, 2007
2008 1.5% July 1, 2008
2009-2010 0%
2011 4% January 1, 2011
2012-2018 0%
2019 3% January 1, 2019
2020 3% January 1, 2020
2021 3% January 1, 2021
2022 6% January 1, 2022
2023 6% January 1, 2023

As of 1/1/23, the above rate increase history is equivalent to a compound annual rate of:

e 3.7% for the last 20 years
2.0% for the last 10 years
e 4.0% for the last 5 years

Dependent and Retiree Rate Increases

Rate increases for the last 13 years for dependents and retirees are illustrated in the Table below:

Average Dependent & Retiree Rate Increases

2011 2012 2016 2017 2019 2020 2021 2022 2023

Dependents of Active Employees 15% 0% 0% 0% 3% 3% 3% 6% 6%

Non-Medicare Retirees 4% 0% 0% 0% 3% 3% 3% 6% 6%
Dependents of Retired Employees 15% 0% 0% 0% 3% 3% 3% 6% 6%
Medicare Retirees 15% 2% -5% 2% 2% 2% 2% 2.5% 6%
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FUNDING POLICY

At the 11/30/10 meeting of the Health Insurance Management Board, a formal funding policy for
the Plan was adopted by the Board, as follows:

Funding Policy

The State and School Employees Health Insurance Management Board shall endeavor to always
hold assets sufficient to fully fund all liabilities for incurred administrative expenses, health
insurance claims, and life insurance claims of the State and School Employees’ Life and Health
Insurance Plan. Incurred life and health insurance claims liabilities will include provision both for
claims that have been reported and for claims that have not been reported. Claim liability estimates
are recomputed on a periodic basis and are based on historical statistics related to the time it takes
to fully adjudicate claims, and may be based, in part, on other factors such as inflation and
participant counts. Due to the complex nature of the factors involved in the claims liability
calculations, actual results may be more or less than the estimate.

Except o the extent that prior accumulated Plan surplus can perhaps be used to offset a portion of
current or future costs, the Board shall endeavor to set, for any current or future period, premium
rates and benefit structures such that Plan revenues and expenditures are essentially in actuarial
balance for such current or future period. To the extent that benefit costs and expenses are in fact
being funded by previously accumulated assets and not by premium rates that are sufficient for the
remainder of the period to which the premium rates apply, the Plan shall establish a reserve based
on actuarial projections for the amount of the premium deficiency.

Recognizing that claims cost estimates for past and future periods are subject to a degree of
uncertainty, and therefore may exceed prior estimates, and recognizing that future Plan premium
rate and benefit changes may not be able to be implemented on a schedule entirely consistent with
the preceding funding objectives, the Board shall endeavor to always hold a reasonable amount of
Plan surplus, with Plan surplus measured as the difference in Plan assets and Plan liabilities and
reserves. For this purpose, the Board shall endeavor to hold Plan surplus in an amount at least
equal to approximately one half (¥5) of one month's Plan expenses (based upon the average
monthly expenses for the last twelve months).

At its meeting on 6/22/22, the Board voted to increase the Plan’s stated funding objective for Plan
surplus from one half () of one month’s Plan expenses to one full month of Plan expenses,
effective 7/1/22.

It should be noted that the funding policy described above does not address the issues raised by
the implementation of GASB accounting rules applicable to postemployment life and health
insurance benefits. In evaluating the extent to which existing or projected surplus of the Plan is
necessary or even sufficient, this Report should be reviewed in conjunction with the most recent
version of the GASB Statement No. 74 Report that has been submitted to the Health Insurance
Management Board by Cavanaugh Macdonald.
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PLAN PROJECTIONS

Basic Projection Approach

Incurred medical and drug claims rates were projected forward on a semi-annual basis — by
premium class — using assumptions for annual non-drug benefit trend and annual drug benefit
trend. See the Appendix of this Report for a more detailed description of those and other
assumptions used in these projections.

Non-Drug Benefit Trend

The basic annual trend assumption, prior to benefit changes, for non-drug benefits was 3% for both
non-Medicare and Medicare primary premium classes.

Drug Benefit Trend

Prior to any Plan or benefit changes, the basic annual trend assumption for CY23 thru CY25 for
drug benefits, net of rebates, was 10%. However, the Plan implemented the CVS Caremark Value
Formulary as of 7/1/22, and trend rates are expected to be lower for the 15t half of CY23 versus the
15t half of CY22 as a result of this change. A 5% assumption was used for the 1%t half of CY23 and
a 10% assumption for the 2n half of CY23. The same trend assumption was made for drug benefits
before rebates, rebates, and drug benefits after rebates. These assumptions produce an increase
in net drug claims in CY23 of about 7.5%, followed by increases in CY24 and CY25 of about 10%.

Discussion of Assumptions and their Effect on the Projections

These projections are based on cost trends and other assumptions that are difficult to predict and
are subject to change due to unanticipated benefit changes or other fundamental changes that
affect future costs. This is particularly true during the throes of a global pandemic. There may also
be elevated risk that health care costs could increase at higher rates than in prior years simply as
a result of higher general inflation; no specific provision has been included for this contingency.

It is noted that current trend assumptions are considerably less than those that were actually
experienced just a few years ago. However, the annual cost trend assumptions being used are
consistent with the cost trends experienced in those recent years in which significant operational
or benefit changes did not occur. To that extent, these assumptions appear to me to be reasonable.

It is also noted that the Plan has periodically taken action to reduce costs. For example, in CY11
deductible and other benefit changes were implemented to reduce Plan costs. In CY14, significant
cost reductions were achieved thru the introduction of the Blue Card network for out-of-state claims
and enhancements in the AHS network for in-state claims.

Future operating results could be worse — or better — than projected. If experience worsens, rate
increases higher than those shown in future years, or other Plan changes, could be required. If
these projections prove to be conservative, future rate increases could perhaps be reduced or
delayed, or Plan surplus in excess of that projected could still exist at the end of any of the projection
periods shown.
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PLAN PROJECTIONS (Continued)

Projections

At the 2/22/23 meeting of the Health Insurance Management Board, preliminary projections were
provided under 2 alternative rate increase scenarios, and the Board voted to adopt the rate increase
assumptions used with the “"Scenaric 1" projections presented at that meeting.

The projections appearing in this Report are consistent in most material respects with the Scenario
1 projections presented at the February 22 Board meeting. The projections in this Report assume
current benefits and assume rate increases of 5% on 1/1/24 and 5% on 1/1/25.

Summary projections appear below and detailed projections appear on the pages that follow.

Under the assumptions and rate increases used in these projections, the Plan is expected to
experience close to break-even results in each of CY23, CY24, and CY25, and Plan surplus is
expected to meet the Plan’s revised stated funding objective throughout the projection period.

SUMMARY PROJECTIONS (in Millions)
Assumes Current Benefits and Rate Increases of 5% on 1/1/24 and 5% on 1/1/25
Life Ins  Total Gain (Loss) Year End Prior  Revised

Health  Health Health Interest& Gain asa% of ARPA Projected Surplus  Surplus Changein
Premium Claims Expense ACAFees (lLoss) Premium Payment Surplus Objective Objective Surplus

cv17 $723  ($717) ($37) $5.7  ($25) -3.4% $229 $32 ($25)
Cy18 $722 ($733) ($35) $6.5 {$40) -5.5% $189 $33 ($40)
CY19 $747 ($766) ($33) $7.1 ($45) -6.0% $145 $34 ($44)
CY20 $768 ($768) ($33) $1.8 ($31) -4.1% $113 $34 ($31)
cy21 $777  ($802) ($30) $1.2  ($53) -6.8% $61 $35 ($53)
CcY22 $811 ($802) ($29) $1.5 ($19) -2.3% $60 $102 $35 $41
CY23 $860 ($835) ($31) $2.0 ($4) -0.5% $98 $37 $74 ($4)
cyaa 5903  ($876) ($31) $1.9  ($2) -0.3% $95 $39 $77 ($2)
CY25 $948 ($919) ($32) $1.8 ($2) -0.2% $93 $41 $81 ($2)
TREND ASSUMPTIONS, NON-MEDICARE RATE INCREASE ASSUMPTIONS
Medical Drugs* Total Plan Medicare
Primary  Primary
CcY23 3.0% 7.5% 4.2% 01/01/24 5.0% 5.0%
cy24 3.0% 10.0% 4.9% 01/01/25 5.0% 5.0%
CY25 3.0% 10.0% 5.0%

* Net of drug rebates

Premium Deficiency Reserves
Under the assumptions and rate increases used in current Plan projections, the Plan is expected

to experience close to break-even results in each of CY23, CY24, and CY25. Therefore, no
premium deficiency reserves are currently applicable.
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PROJECTED ASSETS, LIABILITIES, & FUNDING STATUS

Based on Rate Increases of 5% on 1/1/24 and 5% on 1/1/25
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Total
Plan
Assets

193,046,059

181,647,422
176,694,847
205,614,330
197,450,059
187,247,049
208,830,354
198,537,125
185,542,001
212,158,613
198,954,300
181,290,645
193,386,731

181,141,795
175,662,244
201,366,951
192,345,671
181,041,451
204,825,931
193,749,888
179,599,182
209,021,847
194,703,290
175,759,029
189,768,205

176,568,747
170,313,400
198,345,955
188,210,705
175,572,257
201,704,807
189,656,771
174,143,914
206,565,468
190,934,235
170,492,460
186,532,185
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Total
Plan
Liabilities

91,338,550

70,902,996
55,603,835
82,363,194
70,139,571
56,708,401
83,799,155
70,492,077
59,983,170
85,937,398
77,353,167
69,663,885
95,668,086

73,790,920
57,366,160
80,752,161
67,381,468
52,670,427
82,083,088
67,666,240
56,004,324
84,622,495
74,965,848
66,223,758
94,536,267

71,150,465
53,396,767
79,027,724
64,314,846
48,164,870
80,133,086
64,473,046
51,533,738
83,081,591
72,235,136
62,312,566
93,150,125

Assets
less
Liabilities

101,707,509

110,744,426
121,091,012
123,251,136
127,310,488
130,538,648
125,031,198
128,045,048
125,558,832
126,221,215
121,601,133
111,626,761

97,718,645

107,350,875
118,296,084
120,614,790
124,964,203
128,371,025
122,742,843
126,083,649
123,594,859
124,399,351
119,737,442
109,535,272

95,231,938

105,418,282
116,916,633
119,318,231
123,895,859
127,407,387
121,571,721
125,183,725
122,610,176
123,483,878
118,699,099
108,179,894

93,382,060
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Health Claims
Incurred

But Not
Reported

89,768,347

80,430,761
76,055,339
77,236,569
77,186,464
76,623,726
81,954,705
79,716,643
81,122,969
80,213,890
83,283,822
87,457,028
91,650,282

82,222,174
77,815,656
79,079,589
79,101,895
78,548,256
84,027,293
81,764,283
83,211,252
82,281,914
85,446,974
89,755,750
94,078,344

84,388,753
79,857,366
81,156,294
81,177,960
80,603,372
86,246,846
83,932,735
85,415,446
84,463,283
87,722,951
92,158,579
96,609,478

BCBS Drug
Rebates
Due

-1,676,493

0
0
0
0
0
0
0
0
0
0
0
[¢]
0
0
]
0
0
0
0
0
0
0
0
]
]
0
0
0
0
0
0
0
0
0
0
4]
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Ccvs
Caremark
Drug Pricing
Adjustment

-4,916,869

-4,916,869
-4,916,869
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PROJECTED PLAN LIABILITIES
Based on Rate Increases of 5% on 1/1/24 and 5% on 1/1/25

PBM Drug
Rebates
Receivable

-33,194,693

-44,557,380
-55,528,415
-34,914,450
-47,135,263
-60,050,990
-38,338,510
-48,916,866
-60,879,395
-34,063,383
-45,764,841
-57,674,625
-35,910,972

-48,409,927
-60,478,066
-38,405,894
-51,848,790
-66,056,089
-42,172,361
-53,808,552
-66,967,334
-37,469,721
-50,341,325
-63,442,087
-39,502,069

-53,250,920
-66,525,872
-42,246,484
-57,033,669
-72,661,698
-46,389,598
-59,189,408
-73,664,068
-41,216,693
-55,375,457
-69,786,296
-43,452,276

Health Life Claims

Clalms
Payable

21,693,888

21,693,388
21,693,888
21,693,888
21,693,888
21,693,888
21,693,888
21,693,888
21,693,388
21,693,888
21,693,888
21,693,888
21,693,888

21,693,888
21,693,388
21,693,888
21,693,888
21,693,888
21,693,888
21,693,888
21,693,888
21,693,888
21,693,388
21,693,888
21,693,888

21,693,888
21,693,888
21,693,888
21,693,888
21,693,888
21,693,888
21,693,888
21,693,888
21,693,888
21,693,888
21,693,388
21,693,388
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Incurred
But Not
Reported

231,733

231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733

231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733

231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733
231,733

Life
Claims
Payable

1,478,805

1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805

1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805

1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805
1,478,805

Advance
less Due
Premium

13,078,257

13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257

13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257

13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257
13,078,257

PCORI
Fees
Accrued &
Payable

1,997,026

585,251
632,547
679,842
727,137
774,433
821,728
331,067
378,362
425,658
472,953
520,248
567,544

617,440
667,337
717,233
767,130
817,026
866,923
349,276
399,172
449,069
498,966
548,862
598,759

651,399
704,040
756,681
809,322
861,963
914,604
368,486
421,127
473,768
526,409
579,049
631,690

Expenses
Payable

2,878,550

2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550

2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550

2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550
2,878,550



PROJECTED INCURRED HEALTH INSURANCE COSTS
Based on Rate Increases of 5% on 1/1/24 and 5% on 1/1/25

Health Health Drug Health PCORI Health

Mo Yr Premiums Claims Rebates Plan Fees Gain (Loss)
Incurred Incurred Incurred Expenses Incurred Incurred

1 23 71,784,744 -71,721,667 11,362,687 -2,548,216 -47,295 8,830,252
2 23 71,784,744 -70,012,928 10,971,035 -2,548,216 -47,295 10,147,339
3 23 71,784,744 -79,819,066 12,580,728 -2,548,216 -47,295 1,950,894
4 23 71,784,744 -77,568,568 12,220,814 -2,548,216 -47,295 3,841,478
5 23 71,784,744 -79,087,024 12,915,727 -2,548,216 -47,295 3,017,936
6 23 71,784,744 -88,113,615 13,201,970 -2,548,216 -47,295 -5,722,413
7 23 71,513,032 -76,706,458 10,578,355 -2,543,675 -47,295 2,793,960
8 23 71,513,032 -83,580,773 11,962,529 -2,543,675 -47,295 -2,696,182
9 23 71,513,032 -79,997,816 11,522,498 -2,543,675 -47,295 446,744
10 23 71,513,032 -85,464,828 11,701,458 -2,543,675 -47,295 -4,841,308
11 23 71,513,032 -91,014,587 11,909,784 -2,543,675 -47,295 -10,182,741
12 23 71,513,032 -95,335,958 12,299,730 -2,543,675 -47,295 -14,114,167
1 24 75,378,988 -75,778,206 12,498,955 -2,623,599 -49,897 9,426,241
2 24 75,378,988 -74,027,027 12,068,138 -2,623,599 -49,897 10,746,603
3 24 75,378,988 -84,432,618 13,838,801 -2,623,599 -49,897 2,111,675
4 24 75,378,988 -82,012,953 13,442,895 2,623,599 -49,897 4,135,435
5 24 75,378,988 -83,711,483 14,207,300 -2,623,599 -49,897 3,201,309
6 24 75,378,988 -93,066,551 14,522,167 -2,623,599 -49,897 -5,838,893
7 24 75,096,027 -80,938,833 11,636,191 -2,618,923 -49,897 3,124,565
8 24 75,096,027 -88,280,276 13,158,782 -2,618,923 -49,897 -2,694,287
9 24 75,096,027 -84,509,321 12,674,748 -2,618,923 -49,897 592,635
10 24 75,096,027 -90,178,869 12,871,604 -2,618,923 -49,897 -4,880,059
11 24 75,096,027 -95,934,435 13,100,763 -2,618,923 -49,897 -10,406,465
12 24 75,096,027 -100,462,483 13,529,703 -2,618 923 -49,897 -14,505,573
1 25 79,137,508 -80,146,930 13,748,851 -2,703,021 -52,641 9,983,767
2 25 79,137,508 -78,352,921 13,274,952 -2,703,021 -52,641 11,303,877
3 25 79,137,508 -89,406,473 15,222,681 -2,703,021 -52,641 2,198,054
4 25 79,137,508 -86,802,401 14,787,185 -2,703,021 -52,641 4,366,630
5 25 79,137,508 -88,699,861 15,628,030 -2,703,021 -52,641 3,310,015
6 25 79,137,508 -98,399,029 15,974,383 -2,703,021 -52,641 -6,042,799
7 25 78,841,087 -85,491,298 12,799,810 -2,698,203 -52,641 3,398,755
8 25 78,841,087 -93,339,972 14,474,660 -2,698,203 -52,641 -2,775,069
9 25 78,841,087 -89,367,327 13,942,223 -2,698,203 -52,641 665,139
10 25 78,841,087 -95,249,341 14,158,764 -2,698,203 -52,641 -5,000,334
11 25 78,841,087 -101,220,818 14,410,839 -2,698,203 -52,641 -10,719,737
12 25 78,841,087 -105,969,449 14,882,673 -2,698,203 -52,641 -14,996,533
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Premiums
Less
Expenses

69,236,528
69,236,528
69,236,528
69,236,528
69,236,528
69,236,528
68,969,357
68,969,357
68,969,357
68,969,357
68,969,357
68,969,357

72,755,389
72,755,389
72,755,389
72,755,389
72,755,389
72,755,389
72,477,104
72,477,104
72,477,104
72,477,104
72,477,104
72,477,104

76,434,487
76,434,487
76,434,487
76,434,487
76,434,487
76,434,487
76,142,884
76,142,884
76,142,884
76,142,884
76,142,884
76,142,884

PROJECTED PLAN CASH FLOWS

Based on Rate Increases of 5% on 1/1/24 and 5% on 1/1/25

Health
Claims
Paid, Net

-81,059,253
-74,388,351
-78,637,836
-77,618,673
-79,649,762
-82,782,636
-78,944,520
-82,174,447
-80,906,896
-82,394,896
-86,841,381
-91,142,705

-85,206,314
-78,433,546
-83,168,684
-81,990,647
-84,265,122
-87,587,515
-83,201,843
-86,833,307
-85,438,659
-87,013,809
-91,625,659
-96,139,889

-89,836,522
-82,884,308
-88,107,546
-86,780,735
-89,274,449
-92,755,554
-87,805,409
-91,857,261
-90,319,490
-91,989,673
-96,785,190

-101,518,550
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BCBS CVS Caremark
Rebates  Drug Pricing
Received Adjustment

1,676,493

4,916,869

41

PBM Drug
Rebates
Received

0
0
33,194,693
0
0
34,914,450
0
0
38,338,510
0
0
34,063,383

0
0
35,910,972
0
0
38,405,894
0
0
42,172,361
0
0
37,469,721

0
0
39,502,069
0
0
42,246,484
0
0
46,389,598
0
0
41,216,693

Cash
Flow
Life

50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000

50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000

50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000
50,000

Interest
Income

156,665
149,247
159,229
167,874
160,224
164,964
169,890
159,966
165,640
171,226
158,369
156,051

155,989
148,606
157,030
163,979
155,513
160,711
166,240
155,497
161,858
168,149
154,295
152,240

152,577
144,474
153,544
160,998
151,513
157,133
163,249
151,520
158,563
165,556
150,532
148,698

PCORI
Fees
Paid

-1,459,069

-537,956

-567,544

-598,759

Net
Cash
Flow

-11,398,637
-4,952,576
28,919,483
-8,164,271

-10,203,010
21,583,305

-10,293,229

-12,995,123
26,616,612

-13,204,313

-17,663,655
12,096,086

-12,244,936
-5,479,550
25,704,707
-9,021,279

-11,304,220
23,784,480

-11,076,042

-14,150,706
29,422,664

-14,318,557

-18,944,261
14,009,175

-13,199,458
-6,255,347
28,032,555

-10,135,250

-12,638,449
26,132,550

-12,048,036

-15,512,857
32,421,554

-15,631,234

-20,441,775
16,039,725



CY23 PROJECTED PLAN EXPERIENCE

Based on Current Benefits

Based on Rate Increases of 5% on 1/1/24 and 5% on 1/1/25

CLASS Active/  Avg Count Prem Rate Prem
Retired  01/01/23 Rate* Incr  Rate*

12/31/23 01/01/23 01/01/23 07/01/23

Employee Active 108,591 $457 5.8% $457
Spouse Only Actlve 3,788 $544 6.0% $544
Full Family Active 5,581  $794 6.0%  $794
Children Only Act/Ret 8,701 $383 6.1% $383
Child Only Act/Ret 10,822 $191 6.1% $191
Disabled Employee Retired 96 $525 5.8% $525
Employee Retired 7,611 $525 5.8% $525
Spouse Only Retired 961 3626 6.1% $626
Full Family Retired 236 5913 5.9% $913
Family (1 On Medicare) Retired 62 $404 6.0% $404
Spouse Only {Medicare)  Retired 2,830 $213 6.0% $213
Employee (Medicare) Retlred 18,194 3213 6.0% $213

Total Health Insurance

RECAP BY SUBGROUP

Active Employees

Dependents Of Active Employees
Disabled Retirees (Regular)
Retirees & Dependents {Regular)
Retirees & Spouse Only (Medicare)
Total Health Insurance

Life insurance Gain
Interest [ncome
less PCORI Fees
Total Galn {Loss)

Beginning Surplus (Prior to Any Applicable Premlum Deficiency Reserve)
Change In Surplus
EndIng Surplus {Prior to Any Applicable Premlum Deficiency Reserve)

Actlve Employee Premlum Summary
Employer Contributlons
Employee Contrlbutions
COBRA Premlurms

Total Active Employee Premlum

Rate
Iner
07/01/23

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

Premiums

608,653,943
24,210,625
52,414,921
38,804,219
23,307,593
605,325
47,950,875
7,221,223
2,581,051
298,152
7,233,800
46,504,929

859,786,655

608,653,943
138,737,358
605,325
58,051,301
53,738,729
859,786,655

566,150,543
38,906,055
3,597,344
608,653,943

Claims

-544,462,643
-30,018,125
57,450,787
-43,795,308
-28,906,854
-3,316,111
-65,120,346
-8,030,212
-1,958,282
-451,639
-6,688,934
-44,995,632

-835,195,975

-544,462,643
-160,171,575
-3,316,111
-75,561,080
-51,684,566
-835,195,975

Plan Gain
Expenses (Loss)

20,088,504 44,102,796
-799,067  -6,606,567
1,729,944  -6,765,810
1,280,726  -6,272,314
769,263  -6,368,524
21,826 -2,732,613
1,490,083  -18,660,154

-183,746 992,735
-44,809 577,960
-10,334 -163,822

-556,351 -11,486

-3,576,692 -2,067,395
-30,551,345 -5,960,664

20,088,504 44,102,796
-4,578,999  -26,013,216
21,826 -2,732,613
-1,728,972  -19,238,750
-4,133,044  -2,078,881
30,551,345 -5,960,664

600,000
1,939,343
-567,544
-3,988,864

101,707,509
-3,988,864
97,718,645

* The actlve employee premium rate shown is for Legacy employees who choose Select coverage. Dependent rates shown are for Select coverage.
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Gain
(Loss)
Rate

7%
-27%
-13%
-16%
-27%

-451%
-39%
-14%

22%
-55%
0%
-4%
-0.7%

-19%
-451%
-33%
-4%
-0.7%

-0.5%



CY24 PROJECTED PLAN EXPERIENCE

Based on Current Benefits

Based on Rate Increases of 5% on 1/1/24 and 5% on 1/1/25

Prem
Rate*

$479
$571
$834
$402
$201
$550
$550
$657
$959
$425
$224

Rate
Incr

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

CLASS Active/  Avg Count Prem Rate

Retired  01/01/24 Rate* Incr

12/31/24 01/01/24 01/01/24 07/01/24 07/01/24

Employee Actlve 108,591 $479 4.8%
Spouse Only Active 3,788 $571 5.0%
Full Family Actlve 5,581 $834 5.0%
Children Only Act/Ret 8,701 $402 5.0%
Child Only Act/Ret 10,822 $201 5.2%
Disabled Employee Retired 96 $550 4.8%
Employee Retired 7,611 $550 4.8%
Spouse Only Retired 961 $657 5.0%
Full Family Retired 236 $959 5.0%
Family {(10n Medicare}  Retired 62 $425 5.2%
Spouse Only {Medlcare)  Retired 2,830 $224 5.2%
Employee {Medicare) Retired 18,194 $224 5.2%

Total Health Insurance

RECAP BY SUBGROUP

Active Employees

Dependents Of Active Employees
Disabled Retirees {Regular)
Retlrees & Dependents (Regular)
Retlrees & Spouse Only (Medicare)
Total Health Insurance

Life Insurance Gain
Interest Income
less PCORI Fees
Total Gain (Loss)

Beginning Surplus {Prior to Any Applicable Premlum Deficiency Reserve)
Change in Surplus
Ending Surplus (Prior to Any Applicable Premium Deficiency Reserve)

Active Employee Premium Summary
Employer Contributions
Employee Contributions
COBRA Premlums

Total Active Employee Premium

$224

0,0%

Premiums

639,242,160
25,402,623
55,030,073
40,707,066
24,482,232
634,150
50,234,250
7,578,824
2,711,093
313,650
7,607,376
48,906,592

902,850,088

639,242,160
145,621,994
634,150
60,837,817
56,513,968
902,850,088

594,652,401
40,811,625
3,778,135
639,242,160

Claims

-571,749,771
-31,481,450
-60,343,684
-45,832,735
-30,175,407
-3,501,661
-68,467,290
-8,445,722
-2,070,680
-471,319
-6,892,969
-46,350,320

-875,783,009

-571,749,771
-167,833,276
-3,501,661
79,455,011
-53,243,289
-875,783,009

Plan
Expenses

-20,685,086
-821,997
-1,780,705
-1,317,230
-792,215
22,472
-1,533,949
-189,219
-46,392
-10,559
-572,810
-3,682,501
-31,455,135

-20,685,086
-4,712,148
-22,472
-1,780,119
-4,255,310
-31,455,135

Gain
{Loss)

46,807,303
-6,900,825
-7,094,316
-6,442,899
-6,485,390
-2,889,983
-19,766,989
-1,056,118
534,021
-168,229
141,597
-1,126,229
-4,388,055

46,807,303
-26,923,430
-2,889,983
-20,397,314
-984,631
-4,388,055

600,000
1,900,107
-598,759
-2,486,707

97,718,645
-2,486,707
95,231,938

* The active employee premium rate shown is for Legacy employees who choose Select coverage. Dependent rates shown are for Select coverage.
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Gain
{Loss)
Rate

7%
-27%
-13%
-16%
-26%

-456%
-39%
-14%

22%
-54%
2%
-2%
-0.5%

%
-18%
-456%
-34%
-2%
-0.5%

-0.3%



CY25 PROJECTED PLAN EXPERIENCE

Based on Current Benefits

Based on Rate Increases of 5% on 1/1/24 and 5% on 1/1/25

Rate
Incr

0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%
0.0%

CLASS Active/  Avg Count Prem Rate Prem

Retired  01/01/25 Rate* Incr Rate*

12/31/25 01/01/25 01/01/25 07/01/25 07/01/25

Employee Actlve 108,591 $502 4.8% $502
Spouse Only Actlve 3,788 $600 5.1% $600
Full Famlly Active 5,581 $876 5.0% $876
Children Only Act/Ret 8,701 $422 5.0% $422
Child Only Act/Ret 10,822 $211 5.0% $211
Disabled Employee Retired 96 $577 4.9% $577
Employee Retired 7,611 $577 4.5% $577
Spouse Only Retired 961 $690 5.0% $690
Full Family Retired 236 $1,007 5.0% $1,007
Family (10n Medicare)  Retlred 62 $446 4.9% $446
Spouse Only {Medicare)  Retired 2,830 $235 4.9% 4235
Employee {MedIcare) Retired 18,194 $235 4.9% $235

Total Health Insurance

RECAP BY SUBGROUP

Actlve Employees

Dependents Of Actlve Employees
Disabled Retlrees (Regular)
Retirees & Dependents (Regular}
Retirees & Spouse Only {Medicare)
Total Health Insurance

Life Insurance Gain
Interest Income
less PCORI Fees
Total Gain (Loss)

Beginning Surplus (Prior to Any Applicable Premium Deficiency Reserve)
Change In Surplus
Ending Surplus (Prior to Any Applicable Premium Deficiency Reserve)

Active Employee Premium Summary
Employer Contributions
Employee Contributions
COBRA Premiums

Total Active Employee Premium

0.0%

Premiums

671,241,657
26,676,074
57,776,754
42,711,367
25,675,499
665,281
52,700,295
7,959,495
2,846,789
329,148
7,980,953
51,308,255

947,871,566

671,241,657
152,839,694
665,281
63,835,727
59,289,208
947,871,566

624,449,798
42,824,536
3,967,263
671,241,657

Claims

-600,950,838
-33,044,953
-63,440,305
-48,003,075
-31,522,150
-3,701,384
-72,053,295
-8,891,158
-2,191,816
-492,203
-7,103,462
-47,746,131

-919,140,769

-600,950,838
-176,010,483
-3,701,384
-83,628,471
-54,849,593
-919,140,769

Plan
Expenses

21,313,124
-847,013
-1,834,515
-1,356,162
-815,243
-23,152
-1,580,158
-194,987
-48,067
-10,794
-590,150
-3,793,977
-32,407,343

-21,313,124
-4,852,934
-23,152
-1,834,007
-4,384,127
-32,407,343

Gain
(Loss)

48,977,696
-7,215,892
-7,498,066
-6,647,870
-6,661,895
-3,059,255
-20,933,158
-1,126,650
606,906
-173,849
287,341
-231,853
-3,676,545

48,977,696
-28,023,723
-3,059,255
-21,626,751
55,488
-3,676,545

600,000
1,858,358
-631,690
-1,849,878

95,231,938
-1,849,878
93,382,060

* The active employee premium rate shown is for Legacy employees who choose Select coverage. Dependent rates shown are for Select coverage.
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Gain
(Loss)
Rate

7%
-27%
-13%
-16%
-26%

-460%
-40%
-14%

21%
-53%
4%
0%
-0.4%

7%
-18%
-460%
-34%
0%
-0.4%

-0.2%



FY24 PROJECTED PLAN EXPERIENCE

Based on Current Benefits

Based on Rate Increases of 5% on 1/1/24 and 5% on 1/1/25

Prem
Rate*

4479
$571
$834
$402
$201
$550
$550
$657
$959
$425
$224

Rate
Incr

4.8%
5.0%
5.0%
5.0%
5.2%
4.8%
4.8%
5.0%
5.0%
5.2%
5.2%
5.2%

CLASS Active/ Avg Count Prem Rate

Retired  07/01/23 Rate* Incr

06/30/24 07/01/23 07/01/23 01/01/24 01/01/24

Employee Active 108,591 $457 0.0%
Spouse Only Active 3,788 $544 0.0%
Full Family Active 5,581 $794 0.0%
Children Only Act/Ret 8,701 $383 0.0%
Child Only Act/Ret 10,822 $191 0.0%
Disabled Employee Retired 96 $525 0.0%
Employee Retired 7,611 $525 0.0%
Spouse Only Retired 961 $626 0.0%
Full Famlly Retired 236 $913 0.0%
Family {10n Medicare)  Retired 62 $404 0.0%
Spouse Only {Medicare)  Retired 2,830 $213 0.0%
Employee (Medicare) Retired 18,194 $213 0.0%

Total Health Insurance

RECAP BY SUBGROUP

Active Employees

Dependents Of Active Employees
Disabled Retirees (Regular)
Retirees & Dependents (Regular)
Retlrees & Spouse Only {(Medicare)
Total Health Insurance

Life Insurance Gain
interest Income
less PCORI Fees
Total Gain (Loss)

Beginning Surplus (Prior to Any Applicable Premium Deficiency Reserve)
Change In Surplus
Ending Surplus (Prior to Any Applicable Premium Deficiency Reserve)

Active Employee Premium Summary
Employer Contributions
Employee Contributions
COBRA Premiums

Total Active Employee Premlum

$224

Premiums

623,980,542
24,819,319
53,731,355
39,754,524
23,898,773
619,725
49,078,963
7,398,481
2,645,451
305,775
7,420,228
47,698,985

881,352,118

623,980,542
142,203,970
619,725
59,428,670
55,119,212
881,352,118

580,445,571
39,850,274
3,684,696
623,980,542

Claims

-557,585,015
-30,690,544
-58,794,196
-44,751,053
-29,516,747
-3,406,121
-66,636,606
-8,208,374
-2,011,719
-461,672
-6,801,168
-45,713,435

-854,576,648

-557,585,015
-163,752,539
-3,406,121
-77,318,370
-52,514,603
-854,576,648

Plan Gain
Expenses {Loss)

-20,387,214 46,008,312
-810,918 -6,682,143
-1,755,556 -6,818,397
-1,298,893 -6,295,422
-780,841 -6,398,815
-22,149 -2,808,545
-1,511,887  -19,069,530

-186,236 -996,129
-45,643 588,089
-10,475 -166,372

-564,580 54,480

-3,629,252 -1,643,703
-31,003,643 -4,228,173

20,387,214 46,008,312
-4,646,207  -26,194,776
22,149 -2,808,545
-1,754,241  -19,643,941
4,193,832 -1,589,223
31,003,643 -4,228,173

600,000
1,922,969
-583,151
-2,288,355

125,031,198
-2,288,355
122,742,843

* The active employee premium rate shown is for Legacy employees who choose Select coverage. Dependent rates shown are for Select coverage.
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Gain
{Loss}
Rate

7%
-27%
-13%
-16%
-27%

-453%
-39%
-13%

22%
-54%
1%
-3%
-0.5%

-0.3%



FY25 PROJECTED PLAN EXPERIENCE

Based on Current Benefits

Based on Rate Increases of 5% on 1/1/24 and 5% on 1/1/25

Rate
Incr

4.8%
5.1%
5.0%
5.0%
5.0%
4.9%
4.9%
5.0%
5.0%
4.9%
4.9%

CLASS Active/  Avg Count Prem Rate Prem

Retired  07/01/24 Rate* Incr Rate*

06/30/25 07/01/24 07/01/24 01/01/25 01/01/25

Employee Active 108,591 $479 0.0% $502
Spouse Only Active 3,788 $571 0.0% $600
Full Famlly Active 5,581 $834 0.0% $876
Children Only Act/Ret 8,701 $402 0.0% $422
Child Only Act/Ret 10,822 $201 0.0% $211
Disabled Employee Retired 96 $550 0.0% $577
Employee Retired 7,611 $550 0.0% $577
Spouse Only Retired 961 $657 0.0% $690
Full Family Retired 236 $959 0.0% $1,007
Family {1 On Medicare) Retired 62 $425 0.0% $446
Spouse Only (Medicare)  Retlred 2,830 $224 0.0% $235
Employee {Medicare) Retlred 18,194 $224 0.0% $235

Total Health Insurance

RECAP BY SUBGROUP

Active Employees

Dependents Of Active Employees
Disabled Retirees (Regular)
Retirees & Dependents {Regular)
Retlrees & Spouse Only (Medicare)
Total Health Insurance

Life Insurance Gain
Interest Income
less PCORI Fees
Total Galn (Loss)

Beglnning Surplus {Prlor to Any Applicable Premium Deficlency Reserve)
Change In Surplus
EndIng Surplus (Prlor to Any Applicable Premium Deficlency Reserve)

Active Employee Premium Summary
Employer Contributions
Employee Contributions
COBRA Premiums

Total Active Employee Premium

4.9%

Premiums

655,281,955
26,052,800
56,412,524
41,707,740
25,082,367
649,702
51,452,585
7,767,518
2,778,293
321,273
7,793,804
50,100,648

925,401,207

655,281,955
149,255,431
649,702
62,319,668
57,894,452
925,401,207

609,597,203
41,815,201
3,869,551
655,281,955

Claims

-585,806,776
-32,200,416
-61,784,192
-46,851,415
-30,822,423
-3,598,634
-70,094,172
-8,636,747
-2,128,298
-481,929
-7,008,831
-47,090,128

-896,503,960

-585,806,776
-171,658,445
-3,508,634
-81,341,146
-54,098,959
-896,503,960

Plan Gain
Expenses {Loss)

20,999,613 48,475,566
834,906  -6,982,521
-1,807,834  -7,179,502
-1,336,595  -6,480,269
-803,807  -6,543,363
22,812 -2,971,744
-1,556,925  -20,198,513
191,839 -1,061,068

-47,274 602,721
-10,705 -171,361
-581,476 203,497
-3,737,879 -727,360

-31,931,664 -3,034,416

20,999,613 48,475,566
-4,783,142  -27,186,156
222,812 -2,971,744
-1,806,742  -20,828,220
-4,319,355 -523,862
31,931,664  -3,034,416

600,000
1,878,519
-615,224
-1,171,122

122,742,843
1,171,122
121,571,721

* The active employee premlum rate shown Is for Legacy employees who choose Select coverage. Dependent rates shown are for Select coverage.
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Gain
{Loss)
Rate

7%
-21%
-13%
-16%
-26%

-457%
-39%
-14%

22%
-53%
3%
-1%
0%

%
-18%
-457%
-33%
-1%
-0.3%

-0.1%



POSTEMPLOYMENT BENEFITS

Accounting and Financial Reporting by Employers for Postemployment Benefits Other Than
Pensions

Under the present State law that governs the Plan, all retirees are required to pay 100% of their
premiums.

The premium rates and benefit costs for Medicare eligible retiree coverage are essentially in
actuarial balance. There is no provision in the present law, as it relates to Medicare eligible retirees,
which results in future expected costs to the State for retiree life and health insurance.

However, the premium rates applicable to most retirees who are not yet eligible for Medicare are
not high enough to pay for their expected claims costs. For non-Medicare eligible retirees who
were initially hired prior to 1/1/06 (referred to by the Plan as “Legacy” employees), the premium
rates for their coverage are currently limited by State law to 115% of the premium rates for active
employee coverage. Note that the 115% limitation does not apply to retirees who are Horizon
employees, i.e., to those employees who are initially hired on or after 1/1/08.

Since early retiree benefit costs greatly exceed 115% of the active employee premiums, an implicit
cost subsidy exists with respect to early retiree coverage for Legacy retirees. The Plan currently
covers the current year retiree subsidy cost by increasing the premium rate applicable to active
employees.

The CY22 Actuarial Report being provided herein does not separately identify and quantify the
liabilities and costs that must be reported and recognized by the State, as an employer, under
accounting rules established for postemployment benefits by the Governmental Accounting
Standards Board. Therefore, Plan surplus — as defined in this Report — does not take into account
the liabilities of the State, as an employer, associated with retiree health and life insurance.

The State and School Employees Health Insurance Management Board has retained Cavanaugh
Macdonald Consulting, LLC (“Cavanaugh Macdonald”) to prepare annual actuarial valuations of
the postemployment life and heaith insurance benefits (“OPEB”) provided through the State and
School Employees’ Life and Health Insurance Plan. The most recent valuation prepared by
Cavanaugh Macdonald was as of 6/30/22.

Although there are surplus funds that exist in the Plan, there are much higher liabilities for the State,
as an employer, for future retiree benefits that have not been funded. For example, based on
current claims liability estimates and prior to recognizing any premium deficiency reserve, the Plan
ended CY22 with a Plan surplus of about $102 million. Based on results contained in the “GASB
Statement No. 74 Report for the Mississippi State and School Employees’ Life and Health
Insurance Plan Prepared as of June 30, 2022" by Cavanaugh Macdonald, the State’s Total OPEB
liability associated with retiree benefits provided through the State and School Employees’ Life and
Health Insurance Plan were about $494 million as of 6/30/22.

In evaluating the extent to which existing or projected surplus of the Plan is necessary or even
sufficient, this Report should be reviewed in conjunction with the most recent version of the GASB
Statement No. 74 Report that has been submitted to the Health Insurance Management Board by
Cavanaugh Macdonald.
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ASSUMPTIONS

Basic Projection Approach

Incurred medical and drug claims rates were projected forward on a semi-annual basis - by
premium class - using assumptions for annual non-drug benefit trend and annual drug benefit trend.

Non-Drug Benefit Trend after Benefit Changes

The trend rates shown below are based on an underlying pre-benefit change trend rate of 3% for
both non-Medicare members and Medicare members.

CY23 CYy24 CY25
Medical Trend, Non-Medicare 3.00% 3.00% 3.00%
Medical Trend, Medicare Classes 3.00% 3.00% 3.00%

Drug Benefit Trend

Prior to any Plan or benefit changes, the basic annual trend assumption for CY23 thru CY25 for
drug benefits, net of rebates, was 10%. However, the Plan implemented the CVS Caremark Value
Formulary as of 7/1/22, and trend rates are expected to be lower for the 1% half of CY23 versus the
1%t half of CY22 as a result of this change. A 5% assumption was used for the 15t half of CY23 and
a 10% assumption for the 2" half of CY23. The same trend assumption was made for drug benefits
before rebates, rebates, and drug benefits after rebates. These assumptions produce an increase
in net drug claims in CY23 of about 7.5%, followed by increases in CY24 and CY25 of about 10%.

Enroliment
No enrollment growth assumptions were included in the projections included in this Report. The
assumed proportion of active employees that are Horizon employees versus Legacy employees is

as follows:

Legacy Horizon

Cy23 1H 33.7% 66.3%
CY23 2H 32.6% 67.4%
CY24 1H 31.4% 68.6%
Cy24 2H 30.2% 69.8%
CY25 1H 29.0% 71.0%
CY25 2H 27.8% 72.2%

The proportion of active employees selecting Base coverage is assumed to be 22.5% for Horizon
employees and 6.5% for Legacy employees.

Net Cash Flow from Life Insurance

In the projections included in this Report, life insurance coverage was assumed to produce annual
gains to the Plan of about $600,000.

Interest

Interest income was assumed to be earned and received at an annual rate of 1% and was based
on the sum of the prior month's cash assets and one-half of the net cash flow for the month.
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ASSUMPTIONS (Continued)

Administrative Expenses

The projected, allocated expense rates per employee are as follows:

Cyas $18.93
Cy24 $19.49
CY25 $20.08

CY23 health insurance expenses are projected to be approximately 3.6% of projected CY23
premium.
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SIGNIFICANT HISTORICAL BENEFIT CHANGES

CY20 Plan Changes

Drug Copays for Generic Drugs — Beginning 1/1/20, there are 2 tiers of copays applicable to
generic drugs. Tier 1 generic drugs are subject to a $12 copay. Tier 1 generally applies to generic
drugs which have an ingredient cost for a 1-month supply of less than $20. Tier 2 generic drugs
are subject to a $30 copay. This Plan change is expected to reduce Plan costs in CY20 by about
$4.4 million. (NOTE: Under special Plan rules, the Tier 1 generic copay also generally applies to
preferred brand drugs for insulin and other diabetic supplies.)

CY19 Plan Changes

Telemedicine Benefit Applicable to Behavioral Health Services — Behavioral health services
are now available via telemedicine at the regular Plan benefits subject to the applicable deductibles
and coinsurance.

Modifications to Wellness/Preventive Benefits — Effective January 1, 2019, coverage for vitamin
D as a wellness/preventive benefit was removed. The vaccine benefits language was also revised
to include coverage of the appropriate shingles vaccination beginning at age 50 or above.

Modified Coverage for Non-surgical Treatment of Obesity — The Weight Management Program
participation mandate for bariatric surgery has been modified and the obesity treatment exclusion
was removed and modified to provide for limited weight management coverage under
wellness/preventive benefits for services by providers participating in the Plan’s obesity treatment
network.

Cognitive Therapy — Coverage for cognitive therapy was removed as a listed Plan exclusion.
CY18 Plan Changes

Drug Card Copays — Effective January 1, 2018, the copay for non-preferred drugs and specialty
drugs was increased from $70 to $100.

Elimination of the Visit Limit for Dietitian Services — Previously, visits for nutritional counseling
with an in-network registered dietitian were limited to four visits per calendar year. Effective
January 1, 2018, this limit was eliminated. Based on current and anticipated utilization and
allowable charges, the projected cost for removing the limit is expected to be minimal.

Telemedicine Benefit to Include Registered Dietitians — Previously, benefits provided for
telemedicine services were limited to basic primary care services. Effective January 1, 2018,
benefits are also provided for telemedicine services provided by a registered dietitian. Benefits are
subject to a $10 copayment, with such being subject to the deductible for Base Coverage, but not
subject to the deductible for Select Coverage.

100% Coverage in 2018 for a Generic Statin — The United States Preventive Services Task Force
(USPSTF) recommends that adults without a history of cardiovascular disease (CVD) (i.e.,
symptomatic coronary artery disease or ischemic stroke) use a low to moderate dose statin for the
prevention of CVD events and mortality when all of the following criteria are met:

(1) They are ages 40 to 75 years.

(2) They have one or more CVD risk factors (i.e., dyslipidemia, diabetes, hypertension or

smoking); and

(3) They have a calculated 10-year risk of a cardiovascular event of 10 percent or greater.

The Plan now provides 100 percent coverage for a generic statin (Lovastatin) to comply with the
ACA-mandated coverage.
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SIGNIFICANT HISTORICAL BENEFIT CHANGES (Continued)

CY17 Plan Changes

Select & Base Coverage Out-of-Pocket Limits — Effective January 1, 2017, Base Coverage and
Select Coverage were modified as generally described in the charts below. Both coverage options
now have a $2,500 in-network medical coinsurance maximum and a $6,500 combined in-network
out-of-pocket limit (deductible(s), coinsurance, and copays).

CY17 BASE COVERAGE
Medical Combined

Combined Medical Coinsurance Drug Out-of- Pocket

Deductible* Coinsurance Maximum Copays Limit
Self Only Coverage
In Network $1,800 20% $2,500 $12/$45/$70 $6,500
Out-of-Network $1,800 40% $3,500 $12/$45/$70

Per Each

Family Coverage Family  Person
In Network $3,000 20% $5,000 $12/$45/$70 $13,000 $6,500
Out-of-Network $3,000 40% $7,000 $12/$45/$70
* Drugs on the HSA Preventive Drug list are subject only to a separate $75 deductible.

CY17 SELECT COVERAGE
Separate Medical Plan Separate Drug Plan Combined
Individual
*Individual Individual Individual Out of
Medical *Medical Coinsurance Drug Drug Pocket
Deductible Coinsurance Maximum Deductible Copays Limit
$75 $12/$45/$70
In Network $1,000 20% $2,500 $6,500
Out-of-Network $2,000 40% $3,500

* PCP Copay Feature (In-Network Only)
PCP office visit charges are not subject to the deductible.
PCP office visit copay: $25 (applies to the evaluation & management charge)
PCP office visits charges other than the evaluation & management charge: 20% coinsurance

Family Medical Deductibles are limited to 2 times the Individual Medical Deductibles.
Family OOP Limits are limited to 2 times the Individual OOP Limits.

Preventive Wellness Services — The Plan is required by ACA to cover all preventive services
recommended by the United States Preventive Services Task Force (USPSTF), at no member cost
sharing. Recently, the USPSTF removed or modified their recommended services, and the Board
voted to change the list of preventive services that the Plan covers, at no member cost sharing, to
conform with the recommended list (to the extent that the recommended changes are not
inconsistent with other State law). The services removed or modified are still eligible for benefits,
subject to the same rules and benefit provisions as other services. The Plan anticipates a savings
of approximately $1.6 million as a result of these changes.
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SIGNIFICANT HISTORICAL BENEFIT CHANGES (Continued)

CY17 Plan Changes (Continued)

Base Coverage Preventive Drugs -~ Except for those drugs that are classified as preventive under
ACA and are therefore covered at 100%, all other drugs under Base Coverage were previously
subject to the combined medical and drug deductible of $1,800 for Self Only Coverage and $3,000
for Family Coverage. Effective January 1, 2017, drugs that appear on the Prime Therapeutics
“HSA Preventive Drug" list (that do not also appear on the ACA Preventive Drug list) are not subject
to the full combined medical and drug deductible. Rather, they are subject to a separate $75
preventive drug deductible and normal drug copays. In 2017, Base and Select drug coverage are
the same for these preventive drugs.

Telemedicine — The Plan added coverage for Telemedicine services beginning January 1, 2017.
Basic Telemedicine services are subject to a $10 copayment. Telemedicine is not subject to the
deductible on Select coverage, but is subject to the deductible on Base coverage, as required by
IRS rules for a qualified high deductible health plan.

CY16 Plan Changes

Pre-certification Requirements for Outpatient MRI’s and CT scans - Pre-certification for
outpatient MRI's and CT scans are no longer required. Instead, the Plan's medical policy will apply.

Chiropractic Benefit — The calendar year limit for chiropractic services has been removed and
replaced with a 30 visit per calendar year limit.

Primary Care Physician (PCP) Copay Feature for Select Coverage (Effective 1/1/16) —
Previously, all office visits were subject to the calendar year deductible and applicable coinsurance.
Effective January 1, 2016, Select coverage includes a copay feature applicable to office visits to
an In-Network Primary Care Physician (PCP).

Details of the new PCP copay feature are as follows:

e Primary Care Physician (PCP) includes: Family Practice, General Practice, Gynecology,
Internal Medicine, Pediatrics, Registered Dietitians, and Nurse Practitioners.

¢ Visits to an In-Network PCP are not subject to the calendar year deductible.

o An office visit copay applies to the In-Network PCP’s charge for evaluation and
management, and applicable coinsurance applies to any additional charges for other
services provided in the PCP’s office.

¢ PCP Office Visit Copay, In-Network: $25

¢ Out-of-Network: Office visits to an Out-of-Network primary care physician will continue to
be subject to normal Out-of-Network deductibles and coinsurance.

Maternity Management Program — In an effort to increase engagement and help improve
maternity outcomes, the Plan changed the previous benefit of 100% coverage for physician
maternity services to be limited to only those participants who participate in the maternity
management program. For any participant choosing to not engage in the program, regular Plan
benefits will apply.

Contraceptive Coverage — During CY16, the Plan began providing 100% coverage without cost-

sharing for certain brand contraceptives when a generic is not available or when not medically
appropriate. During CY15, 100% coverage applied only to generic drugs.
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SIGNIFICANT HISTORICAL BENEFIT CHANGES (Continued)

January 1, 2010, thru January 1, 2015
See the FY16 or CY16 Actuarial Reports.
January 1, 2009 & Prior

A detailed description of prior changes appears in the CY10 & prior Actuarial Reports.
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FEDERAL HEALTH CARE REFORM

Federal health care reform was enacted into law in March 2010 by the passage of the Patient
Protection and Affordable Care Act and its companion legislation, the Health Care Reconciliation
Act (“ACA"). This section includes a discussion of certain items that affected benefits and funding.

Early Retiree Reinsurance Program (ERRP)

ACA included a temporary reinsurance program for early retirees (eligible retirees age 55 and over
who are hot eligible for Medicare and includes their spouses and dependents). This program
reimbursed participating plans 80% of a qualified retiree’s allowed medical and pharmacy costs
between $15,000 and $90,000. Funding for this program was limited to $5 billion and began June
1, 2010. The Plan applied and was approved to participate in the program. The Plan received
ERRP payments totaling $19.9 million ($5.5 million in December 2010, $6.3 million in April 2011,
and $8.1 million in October 2011).

Grandfathered Plans

Certain of the requirements of ACA do not apply to plans referred to in ACA as grandfathered plans.
Under the rules related to grandfathered plans, there are limits on the changes that a plan can
make — relative to its status as of March 23, 2010 — and still remain a grandfathered plan. In
general, in order to remain a grandfathered plan, the following requirements must be met: 1.) Plan
coinsurance rates may not be reduced; 2.) Plan deductibles may not be increased by more than
the sum of 15% plus the medical care component of the CPI; 3.) Plan copays may not be increased
by more than the greater of $5, or 15% plus the medical care component of the CPI; and 4.) The
portion of the costs, by tier, paid for by the plan sponsor may not be reduced by more than 5%.
Plan benefit changes implemented by the Plan as of January 1, 2011 prevent the Plan from being
considered a grandfathered plan under ACA.

Benefit and Other Changes Required Under ACA for CY11

The following requirements of ACA were addressed in CY10 or CY11 as a result of health care
reform.

e ACA required that the Plan make coverage available to dependent children up to age 26
regardless of student or marital status, effective January 1, 2011, and encouraged early
implementation of this requirement.

¢ ACA does not allow a plan to exclude coverage for participants under age 19 due to pre-
existing conditions.

e ACA does not allow a plan to have a lifetime maximum limit on benefits.

e ACA requires qualified health plans to include “essential” benefits, and may not allow
annual maximums on cettain benefits deemed to be essential benefits. The Plan made
changes consistent with those benefit requirements for qualified health plans.

Benefit Changes Required Under ACA for CY13

The following expansion of preventive services for adult women was required by ACA, effective
January 1, 2013:

¢ Well-woman visits for preconception and prenatal care for all female participants.

¢ Human papillomavirus testing.

e Screening for gestational diabetes in pregnant women between 24 and 28 weeks of
gestation (and at the first prenatal visit for women at high risk for diabetes).

e Contraceptive methods and counseling, including FDA-approved contraceptive methods,
sterilization procedures, and patient education/counseling for all women with reproductive
capacity.
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FEDERAL HEALTH CARE REFORM (Continued)

Benefit Changes Required Under ACA for CY13 (Continued)

» Breastfeeding support supplies and counseling in conjunction with each childbirth including
comprehensive lactation support and counseling by a trained provider during pregnancy
and/or postpartum, and coverage of the costs of renting breastfeeding equipment.

e Annual screening and counseling for interpersonal and domestic violence.

Benefit Changes Required Under ACA for CY14

The following benefit changes were required by ACA in CY14:

e The Plan will no longer be able to exclude benefits resulting from preexisting conditions.

e The Plan must provide coverage for Vitamin D for adult participants aged 65 years or older.

e The Plan must provide coverage (as a wellness/preventive benefit with no cost-sharing)
for one-time screening for hepatitis C virus infection for participants at higher risk for
infection and for adult participants born between 1945 and 1965.

e The Plan must limit employee in Network out-of-pocket costs (defined as the sum of all in
Network deductibles, coinsurance, and copays) to no more than $6,350 for self only
coverage and $12,700 for family coverage. Those limits are subject to change annually.

Minimum Value — IRS Notice 2012-31 provides as follows: “Beginning in 2014, eligible individuals
who purchase coverage under a qualified health plan through an Affordable Insurance Exchange
may receive a premium tax credit under § 36B unless they are eligible for other minimum essential
coverage, including coverage under an employer-sponsored plan that is affordable to the employee
and provides minimum value. Under § 36B(c)(2)(C)(ii), a plan fails to provide minimum value if “the
plan’s share of the total allowed costs of benefits provided under the plan is less than 60 percent
of such costs.” If the coverage offered by the employer fails to provide minimum value, an employee
may be eligible to receive a premium tax credit. An applicable large employer (as defined in §
4980H(c)(2)) may be liable for an assessable payment under § 4980H if any full-time employee
receives a premium tax credit.” A separate Actuarial Opinion (and an accompanying Actuarial
Memorandum) has been provided that both the Plan's Select Coverage and Base Coverage
options meet the minimum value requirements under IRS Notice 2012-31.

Benefit Changes Required Under ACA for CY15

The following benefit changes are required by ACA in CY15:

e Beginning 1/1/15, the Plan was required to provide 100% benefits for annual screening for
lung cancer with low dose computed tomography in adults ages 55 to 80.

e Beginning 1/1/15, the Plan was required to provide 100% benefits for risk reducing drugs,
such as Tamoxifen or Raloxifene, for women who are at increased risk for breast cancer
and at low risk for adverse medication effects.

o Based on clarifying guidance under ACA, preventive benefits — paid at 100% without cost
sharing — for contraceptive drugs are limited in 2015 to generic drugs only. Non-generic
contraceptive drugs are still covered, but currently are subject to normal Plan deductibles
and copays.

e Based on a revision in the recommendations of the United States Preventive Services Task
Force, preventive services (payable at 100% without cost sharing) for screening for
gestational diabetes meliitus in pregnant women are limited in 2015 to one screening in
asymptomatic women after 24 weeks of gestation. Prior to 2015, the Plan covered two
such screenings per pregnancy (one at the first prenatal visit and one between 24-28
weeks).
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FEDERAL HEALTH CARE REFORM (Continued)

Benefit Changes Required Under ACA for CY16, CY17 and CY18

The Plan is required by ACA to cover all preventive services recommended by the United States
Preventive Services Task Force (USPSTF), with no member cost sharing. There are generally
some changes in those services each year. For example, during CY16, the Plan began providing
100% coverage for certain brand contraceptives when a generic is not available or when not
medically appropriate. During CY15, 100% coverage applied only to generic drugs.

Fees Imposed by ACA

Patient-Centered Outcomes Research Institute — ACA created the Patient-Centered Outcomes
Research Institute (PCORI), which according to the PCORI website, “is authorized by Congress to
conduct research to provide information about the best available evidence to help patients and their
health care providers make more informed decisions. PCORI's research is intended to give patients
a better understanding of the prevention, treatment and care options available, and the science
that supports those options.”

Provisions of ACA specified that PCORI was to be funded, in part, by fees payable by all insured
and self-insured plans, including governmental plans. Those fees were to be based on total Plan
enrollment and were payable — under the ACA — only for Plan years 2012-2018, payable the
following July. (Note: The fees required for PCORI were extended for an additional 10 years for
2019 thru 2028 by the “Further Consolidated Appropriations Act, 2020” that was passed by
Congress in December 2019.)

Three-year Transitional Reinsurance Program — ACA created a three-year transitional
reinsurance program to help stabilize premiums in the individual health insurance market from 2014
to 2016. Provisions of ACA specify that this program shall be funded by fees payable by all insured
and self-insured plans, including governmental plans. Those fees are based on Plan primary
enroliment and are payable for Plan years 2014 to 2016.

In regulations issued by the Department of Health and Human Services (HHS), HHS established a
fee of $63 per covered life for 2014, with 83.33% of the 2014 fee payable in January 2015 and the
remainder payable in the 4t quarter of 2015. For 2015, HHS established a fee of $44 per covered
life, with 75% of the 2015 fee payable in January 2016 and the remainder payable in the 4" quarter
of 2016. For 2016, HHS established a fee of $27 per covered life, with 80% of the 2016 fee payable
in January 2017 and the remainder payable in the 4% quarter of 2017.

Projected Fees Imposed by ACA — The Plan is expected to have paid in 2013 to 2019 about $25
million in fees imposed by ACA. As shown below, the majority of these fees were payable in 2015
to 2017. (Note: The table below does not include PCORI fees incurred in 2019 and later years
that were imposed by the “Further Consolidated Appropriations Act, 2020".)

Projected ACA Imposed Fees Incurred thru 2018 (in Millions)

Incurred Fees Cash Payments By the Plan

Plan Transitional Transitional

Year PCORI  Reinsurance Total PCORI  Reinsurance Total
2012 $0.177 $0.177 $0.000
2013 $0.350 $0.350 $0.177 $0.177
2014 $0.363 $10.589 $10.953 $0.350 $0.350
2015 $0.378 $7.371 $7.748 $0.363 $10.589 $10.953
2016 $0.397 $4.590 $4.987 $0.378 $7.371 $7.748
2017 $0.423 $0.423 $0.397 $4.590 $4.987
2018 $0.435 $0.435 $0.423 $0.423
2019 $0.000 $0.000 $0.435 $0.435
Total $2.524 $22.550 $25.074 $2.524 $22.550 $25.074
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RETIREE LIFE RATES PER $1,000 AS OF 1/1/2014
Based on Attained Age of Retiree

Age Prior Revised Age Prior Revised Age Prior Revised
40 0.25 0.20 60 1.63 1.50 80 3.00 3.00
41 0.28 0.22 61 1.76 1.65 81 3.00 3.00
42 0.30 0.24 62 1.91 1.80 82 3.00 3.00
43 0.33 0.26 63 2.08 1.95 83 3.00 3.00
44 0.36 0.28 64 2.25 2.10 84 3.00 3.00
45 0.40 0.31 65 3.00 2.25 85 3.00 3.00
46 0.43 0.34 66 3.00 2.40 86 3.00 3.00
47 0.47 0.38 67 3.00 2.55 87 3.00 3.00
48 0.53 0.42 68 3.00 2.70 88 3.00 3.00
439 0.54 0.47 69 3.00 2,85 89 3.00 3.00
50 0.65 0.52 70 3.00 3.00 90 3.00 3.00
51 0.71 0.57 71 3.00 3.00 91 3.00 3.00
52 0.79 0.63 72 3.00 3.00 92 3.00 3.00
53 0.86 0.69 73 3.00 3.00 93 3.00 3.00
54 0.95 0.76 74 3.00 3.00 94 3.00 3.00
55 1.06 0.85 75 3.00 3.00
56 1.16 0.94 76 3.00 3.00
57 1.25 1.05 77 3.00 3.00
58 1.38 1.20 78 3.00 3.00
59 1.60 1.35 79 3.00 3.00

CY22 Actuarial Report 57 Appendix



Agenda ltem 3
Wellness Incentive Program
Ms. Cindy Bradshaw

Description

The Plan’s single Base Coverage deductible is $1,800 and $3,000 for family coverage.
Employees completing the incentive requirements in 2022 received a $300 deductible credit for
Base Coverage and a $600 deductible credit for Select Coverage to be applied for the calendar
year 2023 benefit period. The board approved spouse participation in the incentive program at
the November 2022 board meeting.

The IRS historically announces the minimum deductibles for qualified High Deductible Health
Plans in April or May for the following year. The current minimum deductible under federal law is
$1,500 for single coverage and $3,000 for family coverage. It is anticipated that the IRS will
increase the deductible.

The Plan’s current single Base Coverage deductible is $1,800 and the family deductible is
$3,000. The wellness incentive is currently a reduction in the deductible which creates a
compliance issue if the IRS increases the minimum deductible.

Staff recommends that the Wellness Incentive Program only be applied to the Select Coverage
for 2023. Activities completed during the 2023 Program will earn a $600 deductible incentive
credit for employees and a $600 deductible incentive credit for spouses, to be applied for the
2024 calendar year benefit period.

Action

Board approval of incentive criteria.



Agenda Item 4
Financial Statements
Mr. Chris Shaman

Description

The previous month’s financial statement for the State and School Employees’ Life and Health
Insurance Plan is included in this section.

Action Requested

None
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Agenda Item 5
General Schedule
Mr. Chris Shaman

Description

A general schedule of major activities associated with the Plan and actions to be taken by the
Board in the next few months is included in this section.

Action Requested

None



State and School Employees Health Insurance Management Board

General Schedule
March 2023

April Board proposes potential benefit changes for Calendar Year 2024
Third Party Medical Claims Administrator Claims and Performance Audit Report
Performance Audit of PBM

May Staff and consultants evaluate proposed benefit changes for calendar year 2024
Performance Audit of PBM

June Staff and consultants evaluate proposed benefit changes for calendar year 2024
Pharmacy Benefit Manager Claims and Performance Audit Report



